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FOREWORD 


While it is undoubtedly an institution of ancient lineage, the modern trade- 
mark bears little resemblance in function and significance to its remote progenitors. 
What was once a device for fixing responsibility on the shoddy workman, or for 
establishing a claim to shipwrecked goods, has become the cornerstone of the multi- 
billion-dollar advertising business, the foundation of marketing policies in consumer 
goods industries, a powerful influence on the buying habits and cultural pursuits of 
people all over the world, and a force to be reckoned with in evaluating the state of 
our competitive economy. 

To the casual observer, a trade-mark infringement suit is a “private dispute be- 
tween hucksters,”* involving the public welfare only in the sense that the public 
has an interest in rudimentary commercial honesty and in preventing the deception 
of consumers through one trader’s “passing off” his goods as those of another. To 
many specialists in trade-mark law and to some economists it has seemed that much 
more is involved: the struggle to gain increasingly comprehensive and effective 
protection for trade symbols has been pictured as one to secure the very bulwarks 
of competition.2? A few years ago, however, Professor Edward Chamberlin pub- 
lished an economic analysis which has become the widely accepted basis for 
critical appraisal of the role of trade-marks in a competitive system. According to 
this analysis, the marketing function of a trade-mark is indistinguishable from that 
of a patent or a copyright: each serves to differentiate the product with which it is 
associated from all others in some respect, and thus leads to control over a defined 
market. Each has elements of competition as well as monopoly, since patented, copy- 
righted, and trade-marked products all must compete with other similar, though 
not identical, products; but the distinctive contribution of the trade-mark, as of the 
patent or copyright, is the monopolistic element.* Chamberlin’s conclusion was that 
“the protection of trade-marks from infringement . . . is the protection of monopoly.”® 

The force of this kind of reasoning has not been lost on the courts. From the 
Court of Appeals for the Second Circuit, whose decisions in this field are probably 


1 Cf. Brown, Advertising and the Public Interest: Legal Protection of Trade Symbols, 57 Yave L. J. 
1165, 1167 (1948). 

2Sce Sen. Rep. No. 1333. 79th Cong., 2d Sess. 3 (1946). 

® Epwarp CHAMBERLIN, THE THEORY OF MoNopoListic CoMPETITION (1933). 
* Id. at 56-70, 204-208. 
®Id. at 204. 
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more significant than those of any other court, has come clear recognition of the fact 
that “the legal protection of trade-names does not engender competition; on the 
contrary, it creates lawful monopolies, immunities from competition.”° The courts 
have not embraced Professor Chamberlin’s suggestion that trade-mark infringement 
should be encouraged as a means of purifying competition;’ monopolies can, of 
course, serve a useful purpose, and merely to recognize the monopolistic function 
of trade-marks is not to condemn them. Notice has been served, however, that the 
purpose which justifies the exception from the normal rule of competition measures 
its limits: “The protection of the interest of consumers is an ever-present factor in 
considering the allowable extent of monopolies in trade-names . . .”® 

More or less contemporaneously with the emergence of this restrictive attitude, 
a movement has been under way to strengthen and enlarge the scope of trade-mark 
protection. Its crowning achievement is the Lanham Trade-Mark Act of 1946, 
the avowed purpose of which is to fortify the position of the trade-mark owner. 
The Act is comprehensive and far-reaching; it introduces important new concepts 
into trade-mark law; and, while the implications of many of its provisions are still 
unclear, it is evident, as Judge Learned Hand has recently said, that the Act “did 
indeed put federal trade-mark law upon a new footing.”® Moreover, certain con- 
troversial provisions of the Act focus attention on the possibility that trade-marks 
may lend themselves, after the fashion of patents and copyrights in the past, to pat- 
terns of abuse which are particularly offensive to the policy of the antitrust laws. 

It may fairly be suggested, therefore, that trade-marks are in a period of transi- 
tion. Perhaps, with the enlarged protection afforded by the Lanham Act, they will 
grow in strength and power as instruments of market control. Perhaps, on the 
other hand, the influence of common-law tradition, economic criticism, and the 
protective provisions of the Act will operate to restrain any such growth, or even to 
induce some retreat from extremes attained independently of this legislation. Judge 
Charles E. Clark has already detected what appears to him to be a tendency in his 
court to “cut this Act ... down to a size consistent with the court’s conceptions of 
public policy.”"° There is even a possibility that the economic significance of the 
trade-mark may be gradually diluted from another quarter if we should become 
convinced, with Professor Auerbach, that the real promise of protection for the 
consumer interest lies not in a restrictive attitude toward the protection of trade 
symbols but in the development and acceptance of informative labeling and grade 
labeling. Some of the problems are examined in this symposium. 

BRAINERD Currie. 


° Eastern Wine Corp. v. Winslow-Warren, Ltd., 137 F. 2d 955, 957 (C. C. A. 2d 1943), Judge Frank 
speaking for the court. 

™ CHAMBERLIN, OP. cit. supra note 3, at 204. 

* Eastern Wine Corp. v. Winslow-Warren, supra note 6, at 959. See also the concurring opinion of 
Frank, J., in Standard Brands v. Smidler, 151 F. 2d 34, 37 (C. C. A. 2d 1945). 

°S. C. Johnson & Son v. Johnson, 81 U. S. P. Q. 509, 511 (C. C. A. 2d 1949). 

9 Td. at 514. 























THE LANHAM ACT AND THE SOCIAL FUNCTION 
OF TRADE-MARKS 


Epwarp S. Rocrrs* 


Lawyers are so in the habit of thinking of trade-marks in their legal aspects that 
they sometimes lose sight of the social values that are implicit in them. I am go- 
ing to take the liberty of recalling a little of the philosophy underlying trade- 
marks as a social institution, and the need of protecting them against misuse. 

Trade-marks are one of the oldest of human institutions. Wherever are found 
the remains of early civilizations, in Egypt, Crete, Greece, or Rome, things with 
trade-marks on them turn up. Indeed, an industrious antiquarian was able to 
compile a directory of the lamp makers of ancient Athens from the marks on the 
broken clay lamps that were found in the city refuse heaps. 

The Egyptian law required the owner of every brickyard to place his name 
on the bricks he sold, and also the name of the slave who actually made the bricks, 
so that responsibility for defective bricks could be fixed. This practice was a charac- 
teristic of the guild system of the Middle Ages. All manufactures—‘misteries,” 
as they were called—were confined to trade guilds. No one could engage in trade 
unless he was a member of such a trade union. The guild statutes required each 
article made to bear the guild mark, accompanied by the mark of the individual 
artisan. This was for two purposes. The guild mark was required to show that 
the article was not contraband—that is to say, non-union—and the requirement that 
the individual artisan’s mark be stamped on the goods was to fix responsibility for 
bad work, so that the slovenly worker could be identified and disciplined. For 
example, helmet makers petitioned in 1347 against the foreigners who, not knowing 
their trade, intermeddled in the making of helmetry, “by reason whereof many 
great men and others of the realm have been slain through their default.” The law 
of the armorers compelled each member of the guild to mark his product to fix 
responsibility within the guild for faulty work. And the reason was clear enough. 
A fighting man staked his life on the weapons he bore and the armor he wore, 
and, if anything went wrong, his widow or next of kin wanted to find the varlet 
who was responsible. 


* LL.B. 1895, University of Michigan. Member of Illinois and New York bars. Lecturer on Law of 
Trade-Marks and Unfair Competition, University of Michigan. Chairman of Board, Sterling Drug Inc., 
New York. American delegate to Inter-American Conference to Negotiate Convention of Trade-Marks 
and Commercial Names, 1929. 

With deep regret, the editors of Law anp ConTEMPoRARY ProsieEms record the fact that Mr. Rogers, 
loved and respected dean of the trade-mark bar, died shortly before the publication of this symposium. 
We are honored in the opportunity to bring to his profession this paper, written for this symposium in 
the closing months of his life—the product of his rich experience and his intimate leadership of the long 
struggle to revise the statutory law of trade-marks. [Fd.] 
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These were in the nature of public regulations. Some artisans being better 
than others, by a gradual process of evolution certain marks came to connote good 
workmanship and, hence, to symbolize good will, like a modern trade-mark. With 
the break-up of the guild system, marks of this kind survived and with them the 
modern idea of trade-marks symbolizing good will or good reputation and having 
an asset value, 

Wuart Goop Witt Is 
A. The Identification of Persons 

Perhaps a digression into the seemingly irrelevant may help us to an under- 
standing of what good will is, by considering the term as applied to people. Indi- 
vidual good will is nothing but the friendliness that others feel toward a person. 
Its existence depends on the ability to distinguish one person from another. Try 
to imagine for a minute what the world would be like if no one could be identi- 
fied, if everybody looked so much like everybody else that people could not dis- 
tinguish anybody from everybody. Fancy the state of morals if it were impossible 
for any individual, by face, figure, or dress, to differentiate himself from others 
exactly like him. No one could be held responsible for any of his acts. Crime 
could not be punished because criminals could not be distinguished from honest 
men. No one could get any credit for good behavior or discredit for bad. Gresh- 
am’s law would prevail, and everybody would soon be on the level of the worst. 
I do not think that I would like to live in a world where everyone looked so exactly 
like everybody else that people could not be told apart—a world where everyone 
looked, walked, and talked alike, and had no names. 

B. How Surnames Happened 

Many centuries ago, surnames were adopted because common names had become 
too common. They were no longer an identification of a particular person. ‘The 
common man had only one name. This was the name he was christened with— 
what we call his baptismal or Christian name. The result was that there were a 
lot of Johns, Peters, Thomases, Richards, and Josephs among the men. Most of the 
women were Marys, Anns, and Janes. 

Imagine living in such a community. When you spoke of John, you had to 
distinguish the John you meant from all the other Johns by some added name. 
These were called surnames. “Sur” was used in the sense in which we use it now 
when we speak of a surcharge or overcharge, or of a surtax, an added tax. A 
surname is a name over or above a man’s baptismal name. These surnames were 
really nicknames. The meaning of the words “nickname” and “surname” is the 
same. Nick is from the Middle English eke—also. This also-name, or surname, 
became an ekename, and this was telescoped into nekename, which became nick- 


name. 
Surnames or nicknames were usually descriptive of some characteristic of the 


person to whom they were applied. Some were occupational. John the smith was 
John Smith, John the carpenter was John Carpenter. John, the man who made 
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bows, was John Bowyer; if he used a bow he was John Bowman or John Archer; 
if he made arrowheads he was John Arrowsmith; if he put feathers on arrows he 
was John Fletcher; or he was John Cooper, John Shoemaker, John Waterman, John 
Tinker, or John Taylor, depending on his occupation. If he could read or write 
he was John Clark. John’s identification might be some physical characteristic, such 
as Black, Brown, White or Red (Reed); or, if he had light hair, he might be 
called Fairfax or Blount (blond); or he might be John Short or Long, John High 
or Low, John Longfellow or John Little, or Pettyjohn. If he was a big man, he 
would be John Stout, or if he was thin, he might be John Rathbone, i.c., Rattlebone. 
If he was bald, he was John Ballard. Where John lived might be indicated by the 
name applied to him. John Street, John Lane and John Alley were examples of 
this. John who lived by the well was John Wells or John Atwell or Atwater. If 
he lived on the outskirts of the town, he was called John Townsend to distinguish 
him from the John who lived in the town, who might be called John Town or 
perhaps Middleton. John Ford, John Hill, and John Dale are sufficiently obvious. 

Language made a difference. Henry’s son might be Harrison or Fitz(fils) Henry 
or McHenry. If he was a foreigner, this fact was indicated by a surname—French, 
Fleming, or Cornwallis (from Cornwall). Portugal became Portingal and then Pat- 
tengill. John might be identified as the son of his father—John Johnson, or, if the 
father was called Jack, the son would be John Jackson—or Jameson, or Richardson, 
Rixon, Dixon, or Thomson, as the case might be. Williamson was sometimes shor- 
tened to Williams or Wilson. Little Will became Wilkins and his son Wilkinson. 
Walter was usually shortened to Wat, from which come Watson and Watkins. 
Brothers did not usually have the same surnames. One might be John Wilson and 
another Tom Williamson, and their sons might be Williams or Wilkins. Unless 
a person was very important, it is impossible to trace a genealogy by name alone, 
and one is justified in raising an incredulous eyebrow at assertions of ancient line- 
age based on such a premise. 

But what I am getting at is that it was socially necessary, almost as soon as 
community life began, to identify individuals and distinguish them from each 
other. Identification insured responsibility for conduct. Without identification, 
there could be no responsibility; the law could not be executed; trading was not 
possible. 


C. The Need for Indicating the Origin of Goods 

The social need of identifying people is the same as the need of identifying the 
things they buy. If we suppose that no merchandise could be distinguished from 
any other—that it were forbidden to mark any goods or put any name, label, or 
other identification on them—a consumer would fare badly in such a world. A 
producer would too. There could be no pride of workmanship, no credit for good 
quality, no responsibility for bad. There would be competition, to be sure, but it 
would be competition to see who could make the worst goods, not the best; and he 
would win whose product was the cheapest, poorest, and most dishonest. It could 
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not be otherwise. If there were no way to tell the good from the bad, why bother 
to sell anything but the bad—and the worse, the better? The present-day com- 
petitive desire to do better would simply be reversed, and everyone would devote 
his merchandising and manufacturing energies to the promotion of the worst pos- 
sible type of goods. Minimum government standards might be set up, but there 
would be no incentive to better them. 

The ability to distinguish between people and the use of distinguishing trade- 
marks and other identifying means on goods prevent this sort of barbarism. Trade- 
marks make identification possible and enable people to buy with the assurance that 
they are getting the merchandise which by faith or experience they believe to be 
good, and by the same means to avoid what they dislike or know nothing of. Thus, 
both good will and ill will, or indifference, can be made effective. 


D. What Good Will Is 

We are apt to think that a trade-mark is one thing, and is more or less a legal 
abstraction, and that good will is something else equally abstract. Trade-marks, 
names and brands are merely visible good will, and good will is good reputation as 
ill will is bad reputation. There have been innumerable definitions of good will. 
It is hard to improve on Mr. Justice Holmes’ statement that good will is the in- 
clination to go back to where you have been well treated. As applied to goods, 
good will is the tendency to buy again an article which in the past has given satis- 
faction. But it depends on the ability to discriminate and identify. 

Good will is trade expectancy. It is what makes tomorrow’s business more than 
an accident. 

E. Jefferson’s Views about Trade-Marks—“They Contribute to Fidelity” 

In 1791 there was referred to Thomas Jefferson, then Secretary of State, a pe- 
tition of Samuel Breck and others, sail-makers of Boston. They prayed “that ‘they 
may have the exclusive privilege of using particular marks for designating the 
sail cloth of their manufactory.” Mr. Jefferson reported “that it would, in his 
opinion, contribute to fidelity in the execution of manufacturers, to secure to every 
manufactory, an exclusive right to some mark on its wares, proper to itself.” 

Trade-marks symbolize reputation, good or bad, and the trade-mark is valuable 
in exact proportion to the goodness or badness of the reputation which it symbolizes. 
In this way, as Mr. Jefferson said, trade-marks contribute to fidelity. Thus, I sug- 
gest that the encouragement of signs of identity, whatever form they may take, 
stimulates competition by making possible free choice between competing merchants. 


F. Trade-Marks Are the Opposite of Monopoly 
Identification of businesses and goods is the essence of free competition and the 
opposite of monopoly. There is no point in indicating the maker of goods if there 
is only one. You buy from him or you don’t buy, no matter how bad the service 
may be. There is nowhere else to go. You must go there or go without. It is only 


13 Writincs or THOMAS JEFFERSON 157 (A. E. Bergh ed. 1907). 
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when two or more are bidding for public favor that there is need for distinguishing. 
You cannot choose between things unless there are at least two and you can tell 
them apart. The trade-mark enables you to tell them apart—it is a mark which in 
trade enables buyers to distinguish competing goods from each other and makes 
possible the democratic right of free choice. 

Historically, it was socially necessary to indicate who made goods so that respon- 
sibility for their quality could be fixed, or to tell who owned them so they could 
be recovered in case of theft or shipwreck; and, as few people were literate, marks 
were the means of identification used. 

Marks which, by association, connoted quality were an asset, but trade-marks are 
also a liability because the user of them stakes his reputation for better or for worse 
on his goods; for, good or bad, they can be identified as coming from him. He 
gets the credit if they are good and the discredit if they are bad. Thus trade-marks 
soon became what they now are, symbols of responsibility. 

Trade-marks, it seems to me, serve a useful social purpose. They have done so 
for centuries. 

Tue LanuaM Act Anp Its Oricins 

At a meeting of the Patent Section of the American Bar Association held in St. 
Louis in 1920, a committee was appointed to investigate the desirability of a re- 
vision of the federal trade-mark statutes. A draft of a bill was reported by this 
committee to the Association at the 1921 meeting. This draft was very fully dis- 
cussed by a large number of lawyers, and many suggestions were made. The com- 
mittee was continued and, at a meeting of the American Bar Association in San 
Francisco, in 1922, reported a draft of a bill which was discussed and approved by 
the Section of Patent, Trade-Mark and Copyright Law and was thereafter ap- 
proved by the American Bar Association. The committee of the Patent Section 
consisted of James A. Carr, St. Louis; Melville Church, Washington; James T. 
Newton, Washington, formerly Commissioner of Patents; Harry D. Nims, New 
York; A. C. Paul, Minneapolis; William Symons, Washington; and Edward S. 
Rogers, Chicago. At the instance of this committee, various patent law associations 
appointed committees to consider the proposed bill, among them The New York 
Patent Law Association, The American Patent Law Association, The Chicago Pat- 
ent Law Association, The Philadelphia Patent Law Association, The Pittsburgh 
Patent Law Association, The Cleveland Patent Law Association, The Association 
of the Bar of the City of New York, The Merchants Club of New York, and a 
large number of other organizations interested in the subject, including a committee 
selected by Mr. Thomas E. Robertson, then Commissioner of Patents, who actively 
participated in the discussions. 

This draft became the so-called Vestal Bill. 

The Patent Section of the American Bar Association continued its committee, 
who pursued their study of the subject in the hope that some day their work might 

*H. R. 7118, 72nd Cong., 1st Sess. (1931). For a more detailed history, see DAPHNE Robert, THE 
New TRaDE-MarK MANUAL, c. 12, 228 (1947). 
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be useful in framing legislation. Naturally, the membership. of the committee was 
changed from time to time. 

During the 1930’s there was an effort in several states to enact new state trade- 
mark statutes. It may be said, in passing, that there have been state trade-mark 
statutes in force for many years. They have been framed along the same general 
lines, the purpose being to supplement the common law by making infringement 
of marks registered in the office of the Secretary of State a misdemeanor and gen- 
erally to secure to the owners of common-law trade-marks additional remedies 
against infringement, although not requiring state registration as a condition to 
ownership. 

In 1934, a concerted attempt was made to secure the enactment of new trade- 
mark statutes in the various states. The motive power behind this movement was 
supplied by so-called trade-mark protective bureaus, which charged fees for effecting 
state registration. Some of the proposals were passed and were vetoed by the 
governors; others were defeated in the legislatures. A common feature of these 
acts was to require registration in the various states as a condition of trade-mark 
ownership and to provide that marks, however long they might have been used, 
if not registered within six months of the effective date of the statute, became com- 
mon property subject to appropriation and registration by anyone; and, as registra- 
tion created ownership, the registrant, whether the real owner of the mark or not, 
was thus able to secure to himself property belonging to someone else. The com- 
pulsory-registration feature applied to all marks used in a state, whatever the origin 
of the goods bearing the mark might be. If they were shipped from other states, 
local registration was compulsory as a prerequisite to the local protection—and in- 
deed the ownership—of the trade-mark. 

It is unnecessary to point out the burden that this condition of things would 
impose upon interstate commerce and the tribute that industry would have to pay. 
The fees proposed for local registration were substantial; in the case of a non-resi- 
dent concern owning, as many do, a large number of trade-marks, the tax in the 
aggregate would be intolerably burdensome. This situation revived among the 
various bar associations and the owners of trade-marks a renewed interest in the re- 
vision of the federal trade-mark law, because it was seen that unless there was a 
strong federal act, protecting marks used in interstate commerce, the states would 
step in and there might be forty-eight different state laws which would have to 
be complied with if trade-mark rights were to be secured. This matter came to a 
head at the American Bar Association meeting in Los Angeles in 1935. The Trade 
Mark Committee of the Patent Section was directed to offer suggestions for amend- 
ing the federal trade-mark law to meet the threatened piecemeal regulation by the 
various states. Certain suggestions of amendments to existing law were made and 
approved. The committee was continued. In 1936, at the Boston meeting, addi- 
tional suggestions for amendment of the existing federal statutes were approved, 
and the committee was directed to make an investigation and report on two 


questions : 
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2. If so, is such a statute desirable? 


draft sections to carry out their recommendations. 


idea of restatement, to attain simplification and consistency. 


power over markings in general. 


nary power of Congress to regulate interstate and foreign commerce. 
proved valuable. 
which had substantially unanimous professional’ endorsement. 


tional conventions. 


* 52 Stat. 638 (1905), as amended, 15 U.S.C. §81 ef seq. (1946). 











1. Is a Federal statute providing in effect for registration of trade-marks used in 
interstate commerce, which confers substantive trade-mark rights, constitutional? 


The committee pursued its investigation and reported to the meeting at Kansas 
City in 1937, answering both questions in the affirmative and submitting certain 


When the committee was considering the so-called Vestal Bill, it was satisfied 
that the whole question of the federal statutory protection of trade-marks could best 
be dealt with as a whole. The various acts affecting trade-marks were scattered, 
and when put together were not consistent. So an attempt was made to draft an 
entirely new statute. Later, the committee seemed to feel that there was much 
that was good in the Act of 1905,° that some amendments might remedy its mani- 
fest deficiencies, and that perhaps so ambitious a proposal as the Vestal Bill was 
unwise. After much consideration the committee got back to its original point of 
view. Amendments are confusing and an amended statute is usually so much 
involved as to be impractical. So a draft was made which reverted to the original 


The theory of the Vestal Bill was that a federal trade-mark statute is procedural 
only, a kind of practice act assisting common-law protection by simplifying pro- 
cedure. The theory of the committee draft was broader. It proceeded on the 
assumption that under the power to regulate commerce Congress can prohibit the 
counterfeiting and imitation of trade-marks in commerce over which Congress has 
control, and that in the interests of industry it should exercise this power. If the 
mislabeling of food and drugs can be prevented under the Food and Drugs Act, 
if unfair methods of competition can be suppressed under the Federal Trade Com- 
mission Act, under the Robinson-Patman Act, and indeed under the Sherman 
Antitrust Act, there seemed no reason why Congress should not exercise a like 


Moreover, there are a number of international conventions to which this coun- 
try is signatory which required or were supposed to require legislation to make them 
effective. This country had failed to carry out its obligations in this respect. 

The draft which was the basis of the Lanham Act embodied four general ideas: 

1. To give substantive rights in trade-marks to the owners of them on the 
theory that a trade-mark is an instrumentality of commerce and is within the ple- 


2. To preserve the particulars in which experience with the then existing acts had 
3. To incorporate those provisions in the Vestal Bill which seemed desirable and 


4. To carry out the obligations which this country has assumed under interna- 
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The prospect of getting anything through Congress in 1937 was not encouraging. 
Our committee kept notes and I had a scrapbook in which I stuck ideas that came 
in from all sorts of places. More as a matter of convenience than anything else, 
I cast those notes and ideas in the form of a draft statute. 

In the winter of 1937 the Commissioner of Patents asked me to come to Wash- 
ington to see him. He said he had had a conference with Fritz Lanham, who was 
chairman of the subcommittee of the House Patent Committee dealing with trade- 
marks, and asked me to see Mr. Lanham, which I did. Mr. Lanham said that a 
large number of piecemeal amendments to the 1905 Act had been proposed and 
that he had been studying the Act and couldn’t make head or tail of it; that if it 
were amended piecemeal it would make incomprehensible what had hitherto been 
merely obscure. So he asked if anywhere around there was a skeleton draft of 
a new act that could be used as a sort of clotheshorse to hang things on. I told 
him I had such a draft and he asked me to leave it with him, which I, of course, 
was glad to do. 

I supposed that Mr. Lanham was just going to study this memorandum and 
skeleton—it was hardly more than that—and begin to hold hearings. I was sur- 
. prised when, on January 19, 1938, he introduced it as H.R. 9041.‘ 

Immediately bar associations appointed committees which did thoughtful and 
conscientious work, with the result that we now have a new Trade-Mark Act.® 
Since the last Act was passed in 1905 and the new Act in 1946—forty-one years 
later—I suspect we are going to have to live with the Lanham Act for a long time. 

But there is one thing I think we ought to bear in mind: that the people who are 
responsible for the Lanham Act are the bar association committees and business 
generally. The whole idea of free enterprise, as we understand it in this country, 
is based on the importance of identity and personal responsibility of the producer 
for the goods he sells, which are evidenced by his trade-marks, names, and brands. 
If that is the sort of an economy we are to have in this country—and I sincerely 
hope it is, because we have had it for a good many years and it has worked—then 
trade-marks and brands should be protected so that an incentive will be given to 
all manufacturers to produce the best goods they know how and take pride in them 
—and not merely comply with minimum government specifications. You can’t 
have competition unless you can distinguish the competing goods and choose be- 
tween them. Trade-marks make this distinction and this choice possible. Without 
them there could be none. 

' And, finally, I should like to pay a tribute to Fritz Lanham. No man ever 
worked harder or more conscientiously. Without him there would be no Lanham 
Act. I am glad it is called the Lanham Act, and I hope it always will be. 

Senator Pepper, who was chairman of the Senate subcommittee, reported the bill 

favorably on May 14, 1946. Among other things, he said: 


“5th Cong., 3d Sess. (1938). 
*60 Strat. 427, 15 US.C. §1051 ef seq. (1946). 
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Basic Purposz or TrapE-Mark LEcIsLATION 

The purpose underlying any trade-mark statute is twofold: One is to protect the 
public so it may be confident that, in purchasing a product bearing a particular trade- 
mark which it favorably knows, it will get the product which it asks for and wants 
to get. Secondly, where the owner of a trade-mark has spent energy, time, and money 
in presenting to the public the product, he is protected in his investment from its mis- 
appropriation by pirates and cheats. This is the well-established rule of law protecting 
both the public and the trade-mark owner. It is succinctly stated by Mr. Justice Frank- 
furter in Mishawaka Rubber and Woolen Company v. S. S. Kresge Company, decided 
on May 4, 1942: 


The protection of trade-marks is the law’s recognition of the psychological 
function of symbols. 


Your committee believes the proposed bill accomplishes these two broad basic 
principles. 


TraDE-Marks Dereat Monopoty sy STIMULATING CoMPETITION 

This bill, as any other proper legislation on trade-marks, has as its object the pro- 
tection of trade-marks, securing to the owner the good will of his business and protect- 
ing the public against spurious and falsely marked goods. The matter has been ap- 
proached with the view of protecting trade-marks and making infringement and piracy 
unprofitable. This can be done without any misgivings and without the fear of fostering 
hateful monopolies, for no monopoly is involved in trade-mark protection. 

Trade-marks are not monopolistic grants like patents and copyrights (Trade-mark 
Cases, 100 U. S. 82). In Prestonettes v. Coty (264 U. S. 359), Mr. Justice Holmes said 
(368): 

It [a trade-mark] does not confer a right to prohibit the use of the word or 
words. It is not a copyright. * * * A trade-mark only gives the right to prohibit 
the use of it so far as to protect the owner’s good will against the sale of another’s 
product as his. 


In United Drug Co. v. Rectanus (284 U. S. 90, 97-98), Mr. Justice Pitney said: 


The owner of a trade-mark may not, like the proprietor of a patented inven- 
tion make a negative and merely prohibitive use of it as a monopoly. 
* * * * * * * 
In truth, a trade-mark confers no monopoly whatever in a proper sense * * *. 


There is no essential difference between trade-mark infringement and what is loosely 
called unfair competition. Unfair competition is the genus of which trade-mark in- 
fringement is one of the species; “the law of trade-marks is but a part of the broader 
law of unfair competition” (United Drug Co. v Rectanus, 248 U. S. go, 97). All 
trade-mark cases are cases of unfair competition and involve the same legal wrong. 
As Mr. Justice Pitney observed in Hanover Star Milling Co. v. Metcalf (240 U. S. 403, 
412): 

The essence of the wrong consists in the sale of the goods of one manufac- 

turer or vendor for those of another.* * * 

This essential element is the same in trade-mark cases as in cases of unfair 
competition unaccompanied with trade-mark infringement. 


The protection accorded trade-marks is merely protection against swindling. 


As Mr. Justice Holmes observed in Dupont v. Masland (244 U. S. 100, 102): 
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The word “property” as applied to trade-marks * * * is an unanalyzed ex- 
pression of certain secondary consequences of the primary fact that the law makes 
some rudimentary requirements of good faith. 


Trade-marks, indeed, are the essence of competition, because they make possible 
a choice between competing articles by enabling the buyer to distinguish one from 
the other. Trade-marks encourage the maintenance of quality by securing to the pro- 
ducer the benefit of the good reputation which excellence creates. To protect trade- 
marks, therefore, is to protect the public from deceit, to foster fair competition, and to 
secure to the business community the advantages of reputation and good will by pre- 
venting their diversion from those who have created them to those who have not. 
This is the end to which this bill is directed. 


PurpPosEs OF THE PRESENT BILL 


There are many reasons why there should be a new trade-mark statute. The present 
act is substantially the act of February 20, 1905. It has been amended from time to 
time and supplemented by the act of March 19, 1920, which has also been amended in 
several particulars. The result is a confused situation. 

There are many statutes dealing with trade-marks which are widely scattered and 
difficult of access. There are provisions dealing with trade-marks in tariff acts and other 
unlikely places. It seems desirable to collect these various statutes and have them in a 
single enactment. 

Moreover, ideas concerning trade-mark protection have changed in the last 40 years 
and the statutes have not kept pace with the commercial development. In addition the 
United States has become a party to a number of international conventions dealing with 
trade-marks, commercial names, and the repression of unfair competition. These con- 
ventions have been ratified, but it is a question whether they are self-executing, and 
whether they do not need to be implemented by appropriate legislation. 

Industrialists in this country have been seriously handicapped in securing protection 
in foreign countries due to our failure to carry out, by statute, our international obliga- 
tions. There has been no serious attempt fully to secure to nationals of countries sig- 
natory to the conventions their trade-mark rights in this country and to protect them 
against the wrongs for which protection has been guaranteed by the conventions. Natu- 
rally under such circumstances foreign governments do not always give to citizens of the 
United States their convention rights. To remedy this discreditable situation is merely 
an act of international good faith. 

This bill attempts to accomplish these various things: 

1. To put all existing trade-mark statutes in a single piece of legislation. 

2. To carry out by statute our international commitments to the end that American 
traders in foreign countries may secure the protection to their marks to which they are 
entitled. Although it has solemnly pledged at inter-American conventions to do so, the 
United States has failed adequately to protect owners of trade-marks in the other Ameri- 
can countries doing business with this country. As a result of this inaction, our business 
organizations have not received reciprocal advantages in the other Americas. The bill 
remedies this matter, eliminates these sources of friction with our Latin-American 
friends, and will facilitate mutual trade in this hemisphere. These features make this 
bill of primary importance now. 

3. To modernize the trade-mark statutes so that they will conform to legitimate 
present-day business practice. 
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4. To remedy constructions of the present acts which have in several instances ob- 
scured and perverted their original purpose. These constructions have become so in- 
grained that the only way to change them is by legislation. 

5. Generally to simplify trade-mark practice, to secure trade-mark owners in the 
goodwill which they have built up, and to protect the public from imposition by the 
use of counterfeit and imitated marks and false trade descriptions. 

The theory once prevailed that protection of trade-marks was. entirely a State matter 
and that the right to a mark was a common-law right. This theory was the basis of 
previous national trade-mark statutes. Many years ago the Supreme Court held and has 
recently repeated that there is no Federal common law. It is obvious that the States can 
change the common law with respect to trade-marks and many of them have, with the 
possible result that there may be as many different varieties of common law as there are 
States. A man’s rights in his trade-mark in one State may differ widely from the rights 
which he enjoys in another. 

However, trade is no longer local, but is national. Marks used in interstate com- 
merce are properly the subject of Federal regulation. It would seem as if national legis- 
lation along national lines securing to the owners of trade-marks in interstate commerce 
definite rights should be enacted and should be enacted now. 

There can be no doubt under the recent decisions of the Supreme Court of the 
constitutionality of a national act giving substantive as distinguished from merely pro- 
cedural rights in trade-marks in commerce over which Congress has plenary power, and 
when it is considered that the protection of trade-marks is merely protection to good- 
will, to prevent diversion of trade through misrepresentation, and the protection of the 
public against deception, a sound public policy requires that trade-marks should receive na- 
tionally the greatest protection that can be given them. 

Mr. Justice Holmes said in Bourjois & Co. v. Katzel (260 U. S. 689), in speaking of 
the protection accorded to a trade-mark (692): 


It deals with a delicate matter that may be of great value but that easily is 
destroyed, and therefore should be protected with corresponding care. 


Of a trade-mark, he said: 
It stakes the reputation of the plaintiff upon the character of the goods. 


Whenever there was a hearing before any committee on the trade-mark bill, 
sooner or later there appeared zealous men from the Department of Justice who 
raised all manner of objections. They asserted that trade-marks are monopolistic 
and any statutory protection of them plays into the hands of big business and 
should be discouraged. In vain it was pointed out that what is now big business 
started as little business—that trade-marks are not, like patents and copyrights, a 
government grant of an exclusive right, that trade-marks are visible reputation and 
symbols of good will, that trade-marks are the antithesis of monopoly, and that 
to protect them is to insure the one whose goods or services they distinguish against 
fraud and misrepresentation. 

No progress seemed to be made with the Department’s representatives, who 
were against not only the protection of trade-marks but trade-marks as an institu- 
tion. The result of this opposition was the insertion of a provision® granting to 


* Hearings before the Senate Committee on H.R. 5461, 78th Cong., 1st. Sess. (1943). 
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any government agency the right to cancel any registration. Senator O’Mahoney 
was very much in favor of this or an equivalent, subscribing to the general doctrine 
that trade-marks are objectionable and monopolistic. 

The provision of Section 14 that any government agency might apply to cancel 
any trade-mark finally went to conference, where it was suggested that if any 
agency were to be given authority it should be the Federal Trade Commission, and 
that there should be limitations placed on the authority. The senators then agreed 
to the present provisions of Section 14. Senator O’Mahoney proposed further to 
amend the bill to provide that when a trade-mark is or has been used in violation 
of the antitrust laws, the mark should be forfeited. After much discussion, the 
amendment was drafted to read “when the mark has been or is being used to vio- 
late the antitrust laws” certain rights in it are lost.? Making the provision apply 
to past conduct, however remote, apparently overrules the established law that the 
defense of unclean hands (and this is such a defense) applies only to the conditions 
existing when the complaint was filed and not to a different situation and an earlier 
date.® 

I suggest that these provisions have no place in a statute designed to protect 
trade-marks. The general powers of a court of equity are ample to prevent abuse. 

A bill was introduced in the Eightieth Congress® designed to eliminate the 
authority of the Federal Trade Commission to cancel registrations and the refer- 
ence to the antitrust laws. There is general unanimity of opinion that these pro- 
visions are unwise, unnecessary, and unworkable.!° These provisions are the result 
of the neurosis of certain senators and of the Department of Justice according to 
which the antitrust laws take precedence over everything else. I suggest that this 
attitude springs from a complete ignorance of trade-marks, their history, and their 
social values. It almost makes one wish for a return to “good King George’s 
glorious days,” 


When noble statesmen did not itch 
To interfere in matters which 
They do not understand. 
*Sec. 33(b)(7), 60 Star. 438, 15 U.S.C. § 1115(b)(7) (1946). 
* The Coca-Cola Company v. The Koke Company, 254 U. S. 143 (1920). 


*S. 1919, 80th Cong., rst Sess. (1947). 
2° For a detailed discussion, see DAPHNE Rogpert, THE New TRaDE-MARK MANUAL 294-297 (1947). 

















TRADE-MARK INFRINGEMENT AND UNFAIR 
COMPETITION 


Rupo_F CaLLMANN* 


I 
METHops oF INFRINGEMENT 


Anomalous though it may seem, no act can be labeled a trade-mark infringement 
without more. Whether or not the court will recognize an infringement depends 
upon the scope of protection to which the trade-mark is entitled under common 
and statutory law, and is ultimately determined by the singular approach of the im- 
mediate tribunal. 

An acid test of infringement could be distilled out of a formula which recog- 
nizes that the trade-mark serves three distinct and separate purposes: (1) It identi- 
fies the product and its origin, (2) it guarantees the product’s unchanged quality, 
and (3) it advertises the product. Injury to the trade-mark in any of its capacities 
as an identifying, guaranteeing, or advertising device should suffice to constitute an 
infringement thereof. These three functions—of different importance at different 
times, in different lines of business, and for different articles—are correlative. The 
classical function, that of identification, has molded the law of trade-marks. The 
importance of the guarantee function has been somewhat overestimated, while the 
function of advertisement still awaits full recognition and an adequate place in 
the law. 

A court may proceed upon any one of several acceptable grounds in granting 
trade-mark protection. First, a trade-mark may be protected because of the trade- 
mark statute under which it is registered. Second, a trade-mark may be protected 
on the theory of unfair competition if the plaintiff and the defendant are in fact 
competitors. Third, where the litigants are not in factual competition with each 
other, the court may grant protection on the theory of “unfair dealing.”? And, 
fourth, protection may always be predicated on the theory which treats the mark as 
property. Federal statutory protection is confined to the registered trade-mark; it 
will protect the plaintiff against a defendant’s use of his mark, or an imitation 
thereof, in interstate commerce if such use is likely to cause confusion or mistake or 
to deceive purchasers.2 Under the theory of unfair competition, any trade-mark 


*LL.B. 1939, and Research Fellow, Harvard Law School. Member of the New York bar. Author, 
Tue Law or Unrarr ComPETITION AND TRADE Marks (1945, with cumulative supplement 1947). Con- 
tributor to legal periodicals. 

1 CH. Brown, Advertising and the Public Interest: Legal Protection of Trade Symbols, 57 Yave L. J. 
1166, 1189 n.98 (1948). 

* Cf. Vogue Co. v. Thompson-Hudson Co., 300 Fed. 509, 512 (C.C.A. 6th 1924). 
® Trade-Mark Act of July 5, 1946, 60 Stat. 428, 437, 15 U.S.C. §§ 1052(d), r114(1) (1946). 
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or similar device adopted by the plaintiff, registered. or not, will be protected against 
simulation attempted by a competitor which violates the rules of fair competition 
and does injury to the plaintiff. The theory of unfair dealing would protect all 
trade-marks against injury, even if wrought by the conduct of a non-competitor, if 
such conduct can be characterized as a breach of the usages or ethical standards of 
fair dealing.* 

Under the theory which recognizes the trade-mark as a property right distinct 
unto itself, the interest of any plaintiff in his property could be accorded protection. 

Many decisions may be cited in support of each theory, but the courts have not 
always drawn the line precisely, and such terms as “unfair competition” and “con- 
fusion” have been loosely bandied about in opinions involving neither competition 
nor confusion within the meaning of those terms under the Trade-Mark Act of 
1905.5 Dilution might have been a more appropriate operative term. Modern de- 
cisions do, however, evidence a trend that gives impetus to a certain modest op- 
timism that our courts will, in the future, do more justice to the nature of a trade- 
mark,® even though there is little reason to anticipate any greater judicial willing- 
ness to accept theoretical exactitude. 


A. Confusion of Origin 


The usual result of trade-mark infringement is that of passing off the goods of 
one as those of another. This may be effected because of two types of confusion. 
There may be a confusion of goods, in which event the ordinarily prudent pur- 
chaser would be induced to purchase one product in the belief that he was pur- 
chasing another. The defendant’s goods are then bought as the plaintiff's, and 
their poorer quality reflects adversely on the plaintiff’s reputation. The mark that 
generally identifies the source of the goods need not bear the name of, or other- 
wise identify, the seller; indeed, the purchasing public does not normally know the 
source of the article. It suffices that the public normally assumes that articles bear- 


“This doctrine puts greater emphasis upon the so-called unfairness than upon competition. It tacitly 
assumes, of course, that certain rules of fair dealing are applicable to all, and it does not depend upon 
proof of a relationship between the disputants which justifies judicial action. By hypothesis, this ap- 
proach has a general applicability; it is, for instance, always “unfair” to conduct one’s business in viola- 
tion of the ordinary law of torts. In Continental law, the entire corpus of the law of torts is founded 
upon a general provision against “unfair dealing” (see, for instance, Art. 1382, French Civil Code; 
§826 German Civil Code). The concept of unfairness, however, is chameleon-like; its meaning varies 
with the many different spheres of life to which it is applicable. Standards of fairness are difficult 
enough to evolve where the parties are related to each other as landlord and tenant, vendor and vendee, 
principal and agent, trustee and beneficiary, husband and wife. For the competitive relationship, this 
author has sought to develop some maxims ‘of ethics peculiarly germane to the nature of that relation- 
ship. See 1 CALLMANN, THE Law oF UNFAIR CoMPETITION AND TRADE-Marks §8 (1945). Absent any 
relationship between plaintiff and defendant, it becomes even more difficult to establish standards of 
fairness. It is, therefore, entirely understandable that the courts have had great difficulty in trade-mark 
cases involving litigants who are not in any competitive relationship. It is probable that the courts would 
not have resorted to the theory of unfair dealing had they been courageous enough to treat the mark 
as a property right entitled to protection as such; the latter concept has the advantage of analytical clarity 
and would eliminate the necessity of passing upon the morality of the defendant. 

533 Srat. 724 (1905), as amended, 15 U.S.C. §81 ef seq. (1946). 

*See note 20 infra. 
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ing the same mark are from the same source. From this it follows that confusion 
as to the origin of goods does not necessarily have reference to the actual source or 
to the identity of the manufacturer; the public may also conceive of the seller who 
advertises the goods under the mark in question as the “source.” 

Confusion of business is the second type of confusion. Here, though the goods 
of the parties are different, the defendant’s product is such as might reasonably be 
assumed to originate with the plaintiff, and the public may then be deceived either 
into that belief or into the belief that there is some connection between the plaintiff 
and defendant which, in fact, does not exist. In either event the plaintiff's reputa- 
tion is literally at the mercy of the defendant. The varying degrees and types of 
possible connection are, of course, myriad, and whether any connection will be as- 
sumed by the public may well depend upon the custom in the trade, as it is known 
to the public, whether the custom be recognized by law or not.’ In this connection, 
the defendant’s name may create the impression that it is a corporation affiliated 
with the business of the plaintiff, or a dealer may be assumed to be in a particu- 
larly close relationship with a producer, or a service station may invoke a name that 
falsely identifies it as a branch of a manufacturer.® 

While confusion of goods can be evident only where the litigants are actually 
in competition, confusion of business may arise between noncompetitive interests 
as well. This is true whether or not the trade-marks are registered. Section 16 of 
the Trade-Mark Act of 1905, in referring to “merchandise of substantially the same 
descriptive properties,”1° embraces competitive and noncompetitive trade-mark in- 
fringement, but it is not so extensive as to be applicable to cases where the public 
would not reasonably expect the plaintiff to make or sell the same class of goods 
as those made or sold by the defendant. Section 32 (1) of the Lanham Act," 
which replaces Section 16 of the Act of 1905, is even broader in its application to 
non-competitive trade-mark infringement; in conformity with Section 2(d),}* the 
phrase “merchandise of substantially the same descriptive properties” has been jetti- 
soned. This might have its most important consequence where the confusion is 
not one of goods or businesses but a confusion deriving out of the nature of the 


mark only.** 


7 Colorado National Co. v. Colorado Nat. Bank of Denver, 95 Colo. 386, 380, 36 P. 2d 454 (1934). 

8 In Colorado National Co. v. Colorado Nat. Bank of Denver, supra note 7, it was recognized to be 
a custom of banks in the United States to conduct affiliated corporations under the same name as that of 
the bank, except that the word “Bank” is eliminated therefrom and the word “Company” appended 
in its place. Hence. defendant, not a bank, was denied the use of a name of such character on the 
ground “that it will lead customers of the plaintiff to believe that they are dealing with a corporation 
affiliated with the plaintiff.” Id. at 456. 

®See Dodge Bros. v. East, 8 F. 2d 872 (E.D.N.Y. 1925), as to “Dodge Dealer” and “Dodge 
Service Station”; Ford Motor Co. v. Helms, 25 F. Supp. 698 (E.D.N.Y. 1938), as to “Ford Repairs”; 
Yale & Towne Mfg. Co. v. Haber, 7 F. Supp. 791 (E.D.N.Y. 1934), as to “Yale Lock Service.” 

10 33 Stat. 728 (1905), 15 U.S.C. §96 (1946). 

1160 Srat. 437, 15: U.S.C. §1114 (1) (1946). 

1265 Strat. 428, 15 U.S.C. §1052(d) (1946). 

18 See the discussion in I(B) infra. 
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B. Dilution of Marks 


Although confusion of goods and businesses are the more usual results of trade- 
mark infringement, they are not the only end-products of such infringement. There- 
fore, it is incorrect to state that trade-mark infringement is passing off, or that the 
only index of such infringement is whether or not the purchaser would be induced 
to purchase the defendant’s product instead of the plaintiff's; this has reference only 
to the confusion of goods, and does not cover all possible cases. Even the long- 
cited aphorism that the law of trade-marks is “only a part of the broader field of 
unfair competition”!* has a rather limited validity. Though it is true that the well- 
spring of the law of trade-marks is the competitive relationship, it should be re- 
membered that there may well be non-competitive violations of a trade-mark, and 
that in such cases logic should dictate an exception to the rule. 

A trade-mark is part of the commercial equipment of a business and it is a singu- 
larly effective weapon in the competitive struggle. However, it is only that seg- 
ment of the law of trade-marks which refers to the discord between competitors that 
is part of the law of unfair competition. If the defendant uses the trade-mark of 
a non-competitor, some competitive repercussions may arise. The relationship be- 
tween the plaintiff and the defendant, however, would not be a competitive one if 
the defendant, in an unrelated business, appropriated and used the plaintiff's mark 
to gain an advantage over his own competitors and the plaintiff was injured thereby 
in his own competitive effort. ’ 

There are two kinds of non-competitive trade-mark infringement. The one dis- 
cussed above involves non-competing goods which are none the less so kindred 
that the maker or sponsor of one might naturally be assumed to be the maker or 
sponsor of the other, That might mean that the ordinary industrial or commercial 
picture suggests the possible future expansion of the plaintiff's business so as to 
include the article in question. The confusion evident in such a case is confusion 
of businesses. The other kind of non-competitive trade-mark infringement involves 
non-competing goods which are entirely different from each other. There is, in all 
probability, no confusion in these cases at all. Here the use of the identical or very 
similar trade-mark by the defendant results in dilution of the distinctiveness of the 
plaintiff's mark. 

The gravamen of a dilution complaint is that the continuous use of a mark simi- 
lar to plaintiff's works an inexorably adverse effect upon the distinctiveness of the 
plaintiff's mark, and that, if he is powerless to prevent such use, his mark will lose 
its distinctiveness entirely. This injury differs materially from that arising out of 
the orthodox confusion; in the event that the similarity between the marks in ques- 
tion provokes confusion, there is an immediate or imminent loss of sales, for the 
confusion tends to divert potential customers from the plaintiff to the defendant. 
Such confusion leads to immediate injury, while dilution is an infection which, if 
allowed to spread, will inevitably destroy the advertising value of the mark. The 
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** See cases in 2 CALLMANN, Op. cit. supra note 4, at 835 n. 47. 
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uniqueness or singularity of the trade-mark will sometimes be more important 
to the success of an advertising campaign than the quality of the product with 
which it is connected. The selling power of the mark is realistically dependent 
upon its distinctiveness. Indeed, should the trade-mark owner sanction or allow 
the continued use of marks similar to his own he assumes the risk that the resulting 
dilution will render the mark generic or available to common use. That, of course, 
writes finis to the distinctiveness of a mark. The fate of a trade-mark, therefore, 
may be dependent upon the alertness of the trade-mark owner in guarding its 
uniqueness and upon the alacrity with which he intervenes against imitations. 

Dilution may, indeed, be the sole effect of a trade-mark infringement, but it 
is still problematical whether courts are willing to accept that alone as the founda- 
tion for a cause of action. While the probability of confusion is only a test of 
trade-mark infringement—for by means of such deceit practiced upon the public 
the infringer injures the business of his competitor—dilution constitutes an injury 
to the trade-mark by impairing its effectiveness as a selling device; it should be 
recognized, therefore, that dilution gives rise to a cause of action and should not be 
relegated to the status of a test of infringement. The wrong involved is not neces- 
sarily one affecting a competitive relationship, but is one that does injury to the 
property right in a trade-mark.'® 

The theory that dilution can be the sole basis for a cause of action has been 
advocated strongly by Schechter, who adopted it from the German law. But he at- 
tempted to do too much when he advanced the proposition that “the preservation 
of the uniqueness of a trade-mark should constitute the only rational basis for its 
protection.”1® The American law of unfair competition and trade-marks is too 
deeply bedded on the concept of passing off to attempt to divorce it completely from 
the doctrine of confusion and public reaction to the use of the contested mark. It 
is indeed possible that the fact that Schechter’s position was diametrically opposed 
to the tradition and fundamental principles of the common law was: the major 
obstacle to its general acceptance in this country. Nevertheless, the theory is sound, 
and, if accepted, will offer a remedy for certain cases where presently there is none, 
and this without doing violence to precedent and reason. 

The Dunhill'™ and Tiffany'® cases are, of course, the familiar examples of “di- 
lution.” In the Dunhill case plaintiff manufactured and sold pipes, the defendant 
shirts. The famous jeweler Tiffany sued to enjoin the continued use of its name 
in connection with a motion picture house. In the former case, the court held that 

*® See Callmann, Unfair Competition without Competition? The Importance of the Property Con- 
cept in the Law of Trade-Marks, 95 U. or Pa. L. Rev. 443 (1947). The author has tried to show 
(see his address to the Annual Convention of the American Bar Association in 1948, reprinted as 
One Year under the Lanham Act-—-A Practitioner's Viewpoint, 38 T. M. Rep. 857 (1948)) that the con- 


cept of dilution can well be related to the concept of confusion of origin. For a recent attack on the 
doctrine of dilution, see note 1 supra. 

1° Schechter, The Rational Basis of Trade-Mark Protection, 40 Harv. L. Rev. 812, 831 (1927). 

17 Alfred Dunhill of London v. Dunhill Shirt Shop, 3 F. Supp. 487 (S.D.N.Y. 1929). 

18 Tiffany & Co. v. Tiffany Productions, 264 N. Y. Supp. 459 (1932), aff'd, 237 App. Div. 801, 260 
N. Y. Supp. 821 (1932), aff'd, 262 N. Y. 482, 188 N. E. 30 (1933). 
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the defendant, in adopting the plaintiff's name, was attempting to trade upon, ex- 
ploit, and capitalize upon the plaintiffs well-established reputation and good will, 
and that the public would be induced to believe that there was a connection be- 
tween the two Dunhills. In the Tiffany case, where there was some testimony to 
the effect that the use in defendant’s motion pictures of the name Tiffany “caused 
confusion in [the public’s] minds and led them to believe that plaintiff was con- 
nected with the production of defendant’s pictures,” the court decided against the 
defendant on the theory that “the real injury was the gradual whittling away of 
the identity and hold upon the public mind of plaintiff's name.” In this case, how- 
ever, the court, though quoting with approval from Schechter’s article,’® did not 
accept the dilution theory unequivocally, but adverted to the issue of confusion. 

Some recent decisions have displayed increasing judicial perception along these 
lines,?° but the optimism they generate is negated by other opinions*! which demon- 
strate the difficulty of familiarizing the courts with a comparatively new concept. 
Indeed, one is sometimes strongly inclined to join the ranks of those who clamor 
for legislative intervention to expedite the overly laborious common-law process of 
exclusion and inclusion. This author, for one, advocates a federal statute patterned 
upon a recent Massachusetts statute?? which provides that, in cases of trade-mark 
infringement and unfair competition, even in the absence of competition between 
the parties or confusion as to the source of goods or services, “dilution of the dis- 
tinctive quality of a business name or trade-mark shall be a ground for injunctive 
relief.”*8 

C. Infringing Uses 

1. Use of the mark in connection with defendant's goods 


The most familiar case of trade-mark infringement is that arising out of the 
use of the plaintiff's mark or a colorable imitation thereof in connection with the 
goods advertised, offered, or sold by the defendant. Usually the infringement is 
effected by affixing another’s mark to the product or its container, or by packaging 
the product in a container bearing another’s trade-mark. There is no distinction 
between the use of a trade-mark either as a merchandise mark, a service mark, or 


2°See note 16 supra. 

° Stork Restaurant, Inc. v. Sahati, 166 F. 2d 348 (C.C.A. gth 1948): Triangle Publications, Inc. v. 
Rohrlich, 167 F. 2d 969 (C.C.A. 2d 1948); Pro-phy-lac-tic Brush Co. v. Jordan Marsh Co., 165 F. 
2d 549 (C.C.A. 1st 1948); Johnston v. Twentieth Century-Fox Film Corp., 82 A.C.A. 905 (Cal. D.C. 
App. 1947). 

2 Best & Co., Inc. v. Miller, 167 F. 2d 374 (C.C.A. 2d 1948); California Fruit Growers Exchange 
v. Sunkist Baking Co., 166 F. 2d 971 (C.C.A. 7th 1947). 

° Mass. GEN. Laws, c. 110, §7A, approved May 2, 1947. 

*° The salutary effect of this statute, which educates the courts with respect to the concept of dilu- 
tion, is evidenced by the recent decision in The Pep Boys, Manny, Moe and Jack v. Pilavin, 77 U.S.P.Q. 
265 (D. Mass. 1948). There the parties conducted similar businesses in different states; there was no actual 
present competition. Although the case could have been decided on the theory of potential competition 
under the doctrine of reasonably expectable expansion of business, through which the public might be 
confused, the court found in favor of plaintiff on the basis of the “likelihood of injury to business 
reputation or dilution of plaintiff's goodwill.” See also Food Fair Stores, Inc. v. Food Fair, Inc., 79 
U.S.P.Q. 114 (D. Mass. 1948); Cole of California, Inc. v. Collette of California, Inc., 79 U.S.P.Q. 267 
(D. Mass. 1948). 
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a business name. Thus, if the plaintiff's trade-mark is used as the defendant’s 
business name there is a cause of action for trade-mark infringement, notwithstand- 
ing the fact that the mark may be used as a merchandise mark by the plaintiff and 
as a business name by the defendant.** One who takes his trade to a business the 
name of which is identical with or confusingly similar to the well-established mer- 
chandise mark of another is doubtless led to believe that he is purchasing goods 
associated with the well-known trade-mark. 


2. Use of the mark in connection with plaintiff's goods 

Trade-mark rights differ substantially from those arising out of ownership of 
goods. The purchaser of goods does not acquire ownership of their trade-mark. 
The trade-mark owner may, if he wishes, sell his product to one buyer with his 
trade-mark affixed thereto, and to another without the mark.?® In the latter event, 
the buyer is not permitted to affix the plaintiff's trade-mark to the goods so bought. 
Only the trade-mark owner is entitled to identify his product by his mark and he 
may decide not to do so for whatever reasons he deems compelling. 

In the sale of secondhand goods one may display nondeceptive signs con- 
taining the original mark.?® Unauthorized use of such a trade-mark in: the second- 
hand dealer’s business name will, however, be enjoined, because of its deceptive 
tendencies.?7 : 

Altered or reconditioned goods may be sold as trade-marked articles if the facts 
are clearly brought to the attention of prospective purchasers. In such cases the 
defendant may sell the article with the mark of the manufacturer on it, but the 
word “Repaired” or “Used” must be stamped or baked on the article in a contrast- 
ing color so as to be clearly and distinctly visible; a clarifying general statement on 
cartons and containers and on selling and advertising material may also be re- 
quired.?* But if it is possible to obliterate the trade-mark at small cost, as, for 
example, in the case of burned-out electric lamps, the dealer must do so.?®. If a dealer 
advertises as “reconditioned” articles which he has only cleaned or repaired, the 
trade-mark owner may sue for unfair competition.®® 

** Certified copies of a corporation’s articles of incorporation are, therefore, recorded in the Patent 
Office for search purposes. The business name of an individual is not entitled to such recordation. 
Ex parte Magi Co., 36 T. M. Rep. 248 (Commissioner of Patents 1946). 

25 Of course, this would not be allowed if such a practice would amount to deceptive advertisement. 

3° Singer Mfg. Co. v. Seinfeld, 89 F. 2d 35 (C.C.A. 2d 1937); Bureau of National Literature v. 
Sells, 211 Fed. 379 (W.D.Wash. 1914). 

27 Dodge Bros. v. East, 8 F. 2d 872 (E.D.N.Y. 1925). 

28 Champion Spark Plug Co. v. Sanders, 329 U. S. 709 (1947), affirming 156 F. 2d 488 (C.C.A. 
2d 1946). 

2° General Electric Co. v. Re-New Lamp Co., 121 Fed. 164, 165 (C.C.D. Mass. 1903); 128 Fed. 
154 (C.C.D. Mass. 1904); Green v. Electric Vacuum Cleaner Co., 132 F. 2d 312 (C.C.A. 6th 1942); 
RESTATEMENT, TorTS §737 (1934). 

8° Champion Spark Plug Co. v. Reich, 24 F. Supp. 945 (W.D.Mo. 1938); Champion Spark Plug Co. 
v. Emener, 16 F. Supp. 816 (E.D.Mich. 1936); noted by Derenberg in Sale of Reconditioned Article as 
Trade-Mark Infringement, 32 Buti. U. S. Trape-Mark Ass’N 15 (1937). In the last-cited case, the 
court gave advice relative to distinguishing the defendant's spark plugs, ¢.g., painting red the metal parts 
of the defendant’s plugs (referring to Champion Spark Plug Co. v. A. R. Mosler & Co., 233 Fed. 112 
(S.D.N.Y. 1916)), removing the trade-mark by sandblasting or acid and painting the word “Used” with 
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3. Replacement parts 


It is beyond dispute that any manufacturer is entitled to make repair parts for 
an article not manufactured by him if those parts are not patented by the manu- 
facturer of the entire unit, and being so entitled he is also permitted to announce 
the fact that his wares are intended as spares or replacements for the main article. 
In other words, “it is lawful for one manufacturer to call attention to the fact that 
the repair or renewal parts as made by him will fit into the commodity which is 
manufactured by another.”*! He is therefore entitled to protection against the prime 
manufacturer’s “quite natural desire to draw unto itself, if possible, the exclusive 
right of furnishing repair parts to its patented machines. The consummation of 
this purpose, however, no matter how natural on the part of complainant, or how 
devoutly wished, would, in the end, result in the upbuilding of such monopolies 
in trade and business as would not be welcomed by the purchasing public.”*? Con- 
versely, it should also be recognized that the manufacturer of the main product may 
be desirous of protection against the inferior quality of such spare parts made by 
another and intended for his article. The superior workmanship or quality of 
materials put out by the main manufacturer may sometimes be compensated by the 
higher price paid to him, but, in most instances, standardization of goods has led 
to a levelling of price. Therefore, subject to the limitation that he must not un- 
justifiably disparage his competitor’s product, the original manufacturer can resort 
only to publicizing a caveat against any substitutes offered by others not under his 
supervision or control.°% 

To what extent the manufacturer of spare parts is entitled to use the trade-mark 
of the prime manufacturer of the entire unit, without infringing upon the latter’s 
rights as the trade-mark owner, is the basic issue. Such a trade-mark use can have 
a twofold effect: the public may be led into the belief that the repair parts offered 
by the second manufacturer originate with the prime manufacturer of the unit, and 
the trade-mark of the latter may, by its descriptive use in the advertisements of the 
former, be either diluted or converted into a generic designation of a merchandise 
type. Courts are, therefore, alert to impose upon the maker of the parts the duty 
of avoiding any representation that could lead to confusion or dilution and also 
the duty of advising the public unequivocally that the parts offered by him are not 
made by the trade-mark owner. 


“heavy white paint” (p. 825). Cf. Bureau of National Literature v. Sells, 211 Fed. 379 (W.D.Wash. 
1914). 

*2 American Safety Razor Corp. v. International Safety Razor Corp., 26 F. 2d 108, 110 (D.N J. 1928), 
rev'd on other grounds, 34 F. 2d 445 (C.C.A. 3d 1929). 

** Pyle National Co. v. Oliver Electric Mfg. Co., 281 Fed. 632, 635 (C.C.A. 8th 1922), cert. denied, 
260 U. S. 736 (1922). 

*° Cf, Judson L. Thomson Mfg. Co. v. Federal Trade Commission, 150 F. 2d 952, 958 (C.C.A. 1st 
1945), discussing an exclusive-dealing arrangement and a tying contract: “The open market not the 
court should be the forum for the presentation of claims as to the merits of tied articles. The lessees 
are quite capable of judging for themselves in an atmosphere of competition whether or not rivets of 
one manufacturer will work in the machines of another.” 
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Therefore, an injunction will not issue against the defendant if he merely 
states that the articles he offers are patterned upon the type of the article also manu- 
factured by the trade-mark owner and are designed to fit into the main article; he 
may adopt a “collateral” use of the trade-mark, but he may not use it conspicuously 
as a catchword.54 He is by no means allowed to place the trade-mark of the origi- 
nal manufacturer on the parts, since this is a representation to the ultimate purchaser 
of their origin with the plaintiff.55 


4. Advertising substitutes 


9 «6 ” 6 


Such terms as “substitute for,” “made like,” “similar to,” or “as good as” the 
plaintiff's trade-marked article, though they would appear to be innocuously de- 
scriptive, are sometimes expressly designed to capitalize upon the selling power of 
plaintiff's mark. If the plaintiff's competitors are permitted to refer thus to his 
mark, he will be powerless to prevent it from becoming generic. Any such trade- 
mark use by competitors necessarily involves dilution. Only those words in com- 
mon use that are genuinely descriptive, irrespective of whether they have always 
been so regarded or whether they have so developed, can be adopted with impunity. 
The use of such phrases as those mentioned above in effect hitches the plaintiff's 
horses to the defendant’s carriage. Thus, for example, a defendant was properly 
enjoined from using such phrases as “Introduced as Protargol,” “Introduced as 
Veronal,” and even “Veronal Equivalent.”8* It does not require a very penetrating 
analysis to perceive that there are at least two cogent reasons for outlawing such a 
representation. It is patently incongruous to allow a defendant, in competition with 
the plaintiff, to capitalize upon the plaintiff's own advertising device. It seems 
only fair that the defendant should be required to bring his product to the attention 
of the public by means of his own effort and ingenuity. Secondly, by such repre- 
sentations the defendant is impliedly comparing his article with the plaintiff's, and 
he is moreover acting as a judge in his own cause. 

With respect to the rule of necessity, it is conceded that if the word adopted by 
the defendant is legitimately descriptive, or if the trade-mark of the plaintiff has a 

** An advertisement for razor blades, declaring that they “Will Fit Sha-ve-zee, Gem, Liberty, Ever- 
Ready, and other razors,” with those names in Jarge type and the phrase, ‘and other razors,” in small 
print, has been enjoined. American Safety Razor Corp. v. International Safety Razor Corp., 34 F. 2d 
445,(C.C.A. 3d 1929). However, such slogans as “to fit Auto-Lite” (Electric Auto-Lite Co. v. P. & D. 
Mfg. Co., 78 F. 2d 700 (C.C.A. 2d 1935)) or “Chelsea Cook grates, Nos. 7 and 8” (Magee Furnace 
Co. v. Le Barron, 127 Mass. 115 (1879)) or “calendar pads fit (plaintiff's) ‘Perfection’ or ‘Gem’ or 


‘Jumbo Gem’ bases” (Columbian Art Works v. Defiance Sales Corp., 45 F. 2d 342 (C.C.A. 7th 1930)) 
were allowed. 

*5 Metal Stamping Corp. v. General Motors Corp., 33 F. 2d 411 (C.C.A. 7th 1929) (hub caps for 
automobiles); Ford Motor Co. v. Wilson, 223 Fed. 808 (D.R.I. 1915), Ford Motor Co. v. Helms, 25 
F. Supp. 698 (E.D.N.Y. 1938) (parts for Ford autos advertised as “Ford Articles”); Moline Plow Co. v. 
Omaha Iron Store Co., 235 Fed. 519 (C.C.A. 8th 1916), cert. denied, 242 U. S. 649 (1917) (plow- 
shares); Duro Co. (of Ohio) v. Duro Co. (of New Jersey), 27 F. 2d 339 (C.C.A. 3d 1928) (spark plugs 
for internal combustion) engines); Yale & Towne Mfg. Co. v. Haber, 7 F. Supp. 791 (E.D.N.Y. 1934) 
(“Yale Lock Service”); Scranton Stove Works v. Clark, 255 Pa. 23, 99 Atl. 170 (1916) (repair parts 
for stoves). 

*® Winthrop Chemical Co. v. Blackman, 246 App. Div. 234, 285 N. Y. Supp. 443 (1936). See also 
Hohner y. Gratz, 52 Fed. 871 (C.C.S.D.N.Y. 1892). 
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“primary meaning” of descriptive significance, or has become the accepted name for 
a method or system, the defendant will be allowed to include it inconspicuously in 
a sentence; trade-mark use, however, is not permissible in any case. A defendant 
is confronted with the same problems that confronted the plaintiff when he first 
entered the market, and he is to be put to the test of advertising his craftmanship 
as successfully as did the plaintiff and by his own devices. 


5. Repacking, rebottling, and resale of bulk goods 


The defendant infringes upon the plaintiff's trade-mark not only when he at- 
taches to his product the same or a confusingly similar mark, but also when he 
sells, without authorization, the plaintiff's product with its trade-mark, after re- 
packing, refilling, or rebottling. In the leading case of Prestonettes v. Coty" “Mr. 
Justice Holmes lent the prestige of his great name to a doctrine that does not appeal 
very greatly to the sense of fairness of the ordinary man and that has been critically 
analyzed by experts in the field.”*® The facts of this case are as follows: The de- 
fendant bought the plaintiff's “Coty” face powder and “L’Origan” perfume, sub- 
jected the powder to pressure, added a binder, and then sold the compact in a metal 
case to which the plaintiff's mark was affixed. He also rebottled the perfume, and 
sold it in smaller containers bearing the plaintiff's mark. The Court of Appeals 
granted an absolute preliminary injunction against any use of the plaintiff's marks 
except in connection with the original packages. The Supreme Court, however, 
reversed, grounding its decision upon the defendant’s rights of ownership and his 
privilege to tell the truth. Accordingly the defendant was permitted the use of the 
following legend on the labels of the rebottled perfume: “Prestonettes Inc., not con- 
nected with Coty, states that the contents are Coty’s (giving the name of the ar- 
ticle) independently rebottled in New York.” Similar explanatory provisions were 
ordered in other cases.°® 

With respect to registered trade-marks, the Lanham Bill suggested protection 
of the trade-mark owner against repacking and refilling only if the product, its 
package, or its container bears “notice that the goods may be resold only unaltered 
or in the original package or container.” This provision was finally eliminated on 

57 264 U. S. 359 (1924). 

*® Clark, J., in Bourjois, Inc. v. Hermida Laboratories, 106 F. 2d 174 (C.C.A. 3d 1939). 

*° Coty v. Ivory Novelties Trading Co., 12 T. M. Rep. 284 (S.D.N.Y. 1922); Caron Corp. v. Importers 
Exchange, 13 T. M. Rep. 355 (S.D.N.Y. 1923); Guerlain Perfumery Corp., of Delaware v. Klein, 57 
F, 2d 724 (E.D.N.Y. 1932); R. B. Semler v. Kirk, 27 F. Supp. 630 (E.D.Pa. 1938); Bayer Co. v. 
Shoyer, 27 F. Supp. 633 (E.D.Pa. 1939). In Coty v. Leo Blume, 24 F. 2d 924, 925 (C.C.A. 2d 1928) 
the Second Circuit Court of Appeals interpreted its decree in Coty, Inc. v. Prestonettes, Inc., 3 F. 2d 
984 (C.C.A. 2d 1924): “It is true that the appeal was brought by the plaintiff, who sought even broader 
protection, and that the defendant in that litigation raised no objection to the form of the decree; con- 
sequently our decision was not an actual holding that a repacker or rebottler, whose label refers to 
competitors’ products, must state the percentages of those. products which have gone into his compound. 
But we think such a requirement entirely reasonable. Buyers ought to know how much of the Coty 
perfume they are getting; that is a reasonable protection to plaintiff, as they may buy on the Coty 
name, and it is no burden on the seller, if he is honestly trying to sell the compound on its own 


merits.” The Third Circuit Court of Appeals followed the Supreme Court in Bourjois, Inc. v. Hermida 
Laboratories, 106 F. 2d 174 (C.C.A. 3d 1939). 
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the ground that the courts alone should decide whether and under what circum- 
stances such practices constitute infringement or unfair competition. 


II 
PROTECTION AGAINST THE TRADE-MarkK OWNER 


A. Free Use of Descriptive Designations 


Unless the mark is a meaningless, arbitrary, or fanciful word, a mark evolves 
out of the transformation of common words or pictures from their general or primary 
meaning into a trade-mark of secondary meaning or out of the adaptation of primary 
meaning to a trade-mark use.*° In many instances the secondary meaning of a word 
may be more cogent than its primary meaning; indeed, a secondary meaning may 
be sufficiently strong to dissipate any primary meaning the word may once have 
had. Therefore, competitors of the trade-mark owner will be tempted to adopt 
the secondary meaning, and it may sometimes be quite difficult to avoid the promi- 
nence of the secondary meaning without extraordinary effort. Courts have, there- 
fore, established three basic indices of fair competition. First, no competitor is 
allowed to claim the right to use the word in its primary meaning if it is clear 
that he does so in furtherance of unfair competition. Second, a competitor’s use 
of a word in its primary meaning constitutes unfair competition if it is likely to 
provoke confusion, unless, of course, such a use is dictated by patent commercial 
necessity. Third, there is imposed upon all competitors of the trade-mark owner 
the affirmative duty of taking all precautions reasonably necessary to avoid 
confusion. 

It is within the court’s province to determine whether the particular usage is 
referable to its primary or secondary sense.*1 The former is non-trade-mark use, 
i., a use designed to inform the public that the article is of a particular quality 
or origin. The other is trade-mark use, i.¢., a use which is patently calculated to 
call the public’s attention to the symbol of the advertised article. Trade-mark use 
is, analytically, a catchword use. Only a conspicuous position invites public at- 
tention. Thus, even a single word prominently placed and flanked by the dress of 
an article, as distinguished from the use of the same word in a sentence, amounts 
to a trade-mark use. “Bestyette,” for example, is sufficiently distinctive as a trade- 
mark when contrasted with such a sentence as: “These rain capes are the best yet 
made,” or “Best Rain Capes Yet Made,” or “Best Yet Made.”*? 

The law has been summarized thus: 

When the word is incapable of becoming a valid trade-mark, because descriptive or 


geographical, yet has by use come to stand for a particular maker or vendor, its use by 
another in this secondary sense will be restrained as unfair and fraudulent competition, 


“°In Wotherspoon v. Currie, L. R. 5 H. L. 508 (1872), the Glenfield Starch case, Lord Westbury 
said that the name of the place “Glenfield” had become a trade denomination for the plaintiff's starch; 
it no longer had its ordinary meaning, and, in connection with starch, had acquired a peculiar secondary 
significance. 

“1 Cohen v. Nagle, 190 Mass. 4, 76 N. E. 276 (1906). 
“2 New York Mackintosh Co. v. Flam, 198 Fed. 571 (S.D.N.Y. 1912). 
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and its use in its primary or common sense confined in such a way as will prevent.a 
probable deceit by enabling one maker or vendor to sell his article as the product of 
another.** 

In language broad enough to provide against all loopholes, Section 33(b) (4) 
of the Lanham Act declares that a use is free only if it is “otherwise than as a trade- 
or service-mark” and also if it is made “fairly and in good faith.”*+ 

Where the defendant seeks to justify the use of a common word by the argu- 
ment that he needs it to tell the truth simply,*® courts have evolved a measuring 
rod to test whether there is an “unnecessary use” by the defendant.*® In judicial 
opinion, the concept of necessity is evoked not as a standard of legality, but rather 
as a test for an illegal intent. It is the reverse application of the competitor’s affirma- 
tive duty to take such reasonable precautions as will avoid confusion. If it is evi- 
dent that there is no real necessity for the use of a particular term, because there 
are others of equal effect and in common use,*? or if the defendant cannot offer 
a reasonable explanation for his particular usage, there then arises a strong presump- 
tion that it was born out of the intention to further unfair competition.*® 

The burden rests with the defendant to justify his use. It is his task to .con- 
vince the court that he has a right to that term and that his right has been exer- 
cised with reasonable regard and respect for the rights of the trade-mark owner.*® 


B. Defendant’s Use of His Own Name 


“The right of a man to use his own name in his own business is part of the 
natural and inalienable rights guaranteed by the very first clause of our Constitu- 
tion, without which the right to acquire, possess and protect property would be of 


*® Computing Scale Co. v. Standard Computing Scale Co., 118 Fed. 965, 967 (C.C.A. 6th 1902). 

** 60 Strat. 438, 15 U.S.C. §1115 (b)(4) (1946). 

‘5 The statement in Delaware & H. Canal Co. v. Clark, 13 Wall. 311, 327 (U. S. 1871), that 
“Equity will not enjoin against telling the truth” docs not hold true in cases of unfair competition 
where perfectly legal means may be used to reach unfair results and where a truthful disparagement 
may be as unfair as a lie. This “remark must be limited to cases where the truth is honestly told, 
and can have no application to a case where it is told with intent to deceive and does deceive.” See 
American Brewing Co. v. St. Louis Brewing Co., 47 Mo. App. 14 (1891). 

“° Fuller v. Huff, 104 Fed. 141 (C.C.A. 2d 1900), reversing 99 Fed. 439 (C.C.S.D.N.Y. 1899); 
Hartzler v. Goshen Churn and Ladder Co., 55 Ind. App. 455, 467, 104 N. E. 34, 38 (1914): “It is 
unnecessary for the subsequent trader to use such terms in such a manner as to give his goods the 
same short name in the market as that of the prior trader’s goods, for it is easy to use such terms in 
some other honestly descriptive way without injury to any right of either party.” 

*" Scriven v. North, 134 Fed. 366, 375 (C.C.A. 4th 1904) modifying 124 Fed. 894 (C.C.D.Md. 1903): 
“A stamp with the words printed in straight lines would identify the defendants’ goods as easily as the 
oval stamp. Granted that the oval form is in common use, the straight is equally common, and was, 
in fact, used formerly by defendants and complainants alike; and when the proof shows, as it does, 
that after the complainants adopted the oval form the defendants adopted a stamp resembling it, when 
they show no good reason for such change, or any reason at all, except that, being a common form, 
they had the right to use it as well as complainants, and when we find, as we do, that there is a re- 
semblance between the two, and no reason appears for such resemblance, except that it was calculated 
to deceive, we must conclude that it was adopted for that purpose.” 

*® Lever Bros. Co. v. Sitroux Co., 109 F. 2d 445, 448 (C.C.P.A. 1940); Paris Medicine Co. v. W. H. 
Hill Co., 102 Fed. 148, 151 (C.C.A. 6th 1900); Grocers Baking Co. v. Sigler, 132 F. 2d 498 (C.C.A. 
6th 1942). 

*° Jacobs v. Beecham, 221 U. S. 263, 271 (1911), affirming 159 Fed. 129 (C.C.A. 2d 1908); Standard 
Oil Co. v. California Peach and Fig Growers, 28 F. 2d 283 (D.Del. 1928). 
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little worth.”5° Therefore, as a rule, the right to use one’s own name in a particular 
business has not been denied merely because another, similarly named, is already 
so engaged under his name.** If deception is nevertheless likely and confusion as 
to the origin of the goods probable, the courts have held that these circumstances 
arise from the exercise of legal rights unprovoked by any wrongful act,5® and 
therefore that they are to the plaintiff damnum absque injuria5® Only when a pal- 
pable fraud characterizes the defendant’s use of his own name in business will an 
absolute injunction issue against the continued use. Stated otherwise, it must be 
established that the defendant’s use of his own name is accompanied by an affirma- 
tive act or “artifice” “calculated to deceive.”** Courts have not yet recognized any 
distinction between those cases in which the defendant ventures into the plaintiff's 
business because he actually wants to engage in that particular field and those in 
which he does so merely to capitalize upon his fortunate name.®5 
In the Waterman Pen case, Mr. Justice Holmes declared: 


It now is established that when the use of his own name upon his goods by a later 
competitor will and does lead the public to understand that those goods are the product 
of a concern already established and well known under that name, and when the profit 
of the confusion is known to and, if that be material, is intended by the later man, the 
law will require him to take reasonable precautions to prevent the mistake.5® 


The extent of that duty to take such precautions is limited by the defendant’s al- 
legedly “sacred and inalienable right” to the use of his own name in business. Courts 


5° Hilton v. Hilton, 89 N. J. Eq. 182, 183, 104 Atl. 375 (1918), modifying 89 N. J. Eq. 149, 102 
Atl. 16 (1917). 

51 Brown Chemical Co. v. Meyer, 139 U. S. 540 (1891), affirming 31 Fed. 453 (C.C.E.D.Mo. 1887); 
Fidelity Bond & Mortgage Co. v. Fidelity Mortgage Co., 12 F. 2d 582 (C.C.A. 6th 1926); Moon 
Brothers v. Moon, 300 Mich. 150, 1 N. W. 2d 488 (1942); Edelstein v. Edelstein, 6 S. W. 2d 400 
(Tex. Civ. App. 1928); Goidl v. Advance Neckwear Co., 123 S. W. 2d 865 (Tex. 1939), affirming 98 
S. W. 2d 364 (Tex. Civ. App. 1936), following Howe Scale Co. v. Wyckoff, Seamans & Benedict, 198 
U. S. 118 (1905), reversing Wyckoff, Seamans & Benedict v. Howe Scale Co., 122 Fed. 348 (C.C.A. 
2d 1903), reversing 110 Fed. 520 (C.C.D.Vt. 1901), and Herring-Hall-Marvin Safe Co. v. Hall’s Safe 
Co., 208 U. S. 554 (1908), affirming 146 Fed. 37 (C.C.A. 6th 1906). 

co Andrew Jergens Co. v. Woodbury, 273 Fed. 952, 966 (D.Del. 1921), aff'd, 279 Fed. 1016 (1922), 
cert, denied, 260 U. S. 728 (1922); Brown Sheet Iron & Steel Co. v. Brown Steel Tank Co., 198 Minn. 
276, 269 N. W. 633 (1936). 

58 Guth Chocolate Co. v. Guth, 215 Fed. 750 (D.Md. 1914), aff’d, 224 Fed. 932 (C.C.A. 4th 1915), 
cert. denied, 239 U. S. 640 (1915); Goldwyn Pictures Corp. v. Goldwyn, 296 Fed. 391 (C.C.A. 2d 
1924); Da Pron v. Russell, 87 Colo. 394, 288 Pac. 178 (1930); Russia Cement Co. v. Le Page, 147 
Mass. 206, 209, 17 N. E. 304 (1888); Burns v. William J. Burns International Detective Agency, 235 
Mass. 553, 556, 127 N. E. 334 (1920); Seligman v. Fenton, 286 Pa. 372, 375, 133 Atl. 561 (1926). 

54 Howe Scale Co. v. Wyckoff, Seamans & Benedict, 198 U. S. 118, 137 (1905), reversing 122 Fed. 
348 (1903); Ralph Bros. Furniture Co. v. Ralph, 26 Northampton 291 (Pa. 1938). Such an artifice 
was evident in De Youngs v. Jung, 27 N. Y. Supp. 370 (1894), where the plaintiff's name was “De 
Youngs” and the defendant “Jung” changed his name to “The Youngs.” The case of Holland Furnace 
Co. v. New Holland Mach. Co., 24 F. 2d 751 (E.D.Pa. 1927), is not in line with the authorities. 

55In Royal Baking Powder Co. v. Royal, 122 Fed. 337 (C.C.A. 6th 1903), defendant R. T. Royal 
was a manufacturer of bicycles and bicycle sundries, who, only because of his name, went into the 
baking powder business. He was ordered to “present his own name in the least conspicuous manner 
possible consistent with the right to place his name and address upon the goods made by him” (p. 348). 

5¢ 1. E. Waterman Co. v. Modern Pen Co., 235 U. S. 88, 94 (1914), affirming 197 Fed. 534 (1912). 
In J. & J. Cash v. Cash, 18 Rep. Pat. Cas. 213 (1901), 19 Rep. Pat. Cas. 181 (1902), Kekewich, J., 
granted an absolute injunction restraining the use of the name Cash. The Court of Appeals altered 
this by adding “without taking reasonable precautions to distinguish, etc.” 
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have leaned heavily upon the type of explanatory phrase which presumably dis- 
tinguishes the defendant by the declaration that he is not connected with the “orig- 
inal” or “genuine” bearer of the name,®? and that which distinguishes the plain- 
tiff by the announcement that the defendant is distinct from, and has no affiliation 
whatever with, him. 

The books are, however, replete with other cases, in which the results were even 
less satisfactory than those in which the inclusion of an explanatory phrase was 
directed. It has, for example, been held sufficiently distinguishing if a word de- 
scribing a line of business, the first name, a second family name, initials, or even 
a suffix, is added to the famous name, or even if the defendant merely avoids a 
plural or possessive form of the name. 

The Chickering and Perkins cases point the way to a more realistic resolution of 
the thorny problem presented by the family name. In the Chickering case®* the court 
ordered the defendant to adopt a uniform and fanciful name, such as “Acousti- 
grande,” for all its pianos, while permitting the use of its own name, in smaller 
type, merely for the purpose of indicating by whom the pianos were made. Thus 
the court recognized and protected the exclusive right of the plaintiff to the second- 
ary meaning of the name and still allowed the defendants to “use the common 
word in its common meaning.”>® In the Perkins case,®° the court enjoined the de- 
fendant from every trade-mark use of the name Perkins, but allowed the defendant 
to use the firm name H. K. Perkins & Co. 

The law differs-with respect to corporate names. The choice of such a name 
is the result of a deliberate act of the incorporators, and there is patently no com- 
mercial necessity to justify the adoption of the name of an individual.*! “The name 
given to a corporation is an artificial and impersonal thing which can be selected 
from an entire vocabulary of names.”** Therefore, the rule that one may use his 
own name in business even though such a use would prove detrimental to a pre- 
viously established business cannot be invoked to justify the use of a corporate 
name of which an individual’s name is a part. 

The same line of reasoning should be equally applicable to partnerships.®* 

®7In Nestor Johnson Mfg. Co. v. Alfred Johnson Skate Co., 313 Ill. 106, 144 N. E. 787 (1924), 
reversing 229 Ill. App. 549 (1923), the court modified such an injunction by deleting the word 
“original,” the effect of which had compelled the defendant to slander his own goods. See Note, 38 
Harv. L. Rev. 405 (1925). 

5® Chickering v. Chickering & Sons, 215 Fed. 490 (C.C.A. 7th 1914). 

"Td. at 495. 

°° Henry Perkins Co. v. Perkins, 246 Mass. 96, 140 N. E. 461 (1923). 

®*1 Chas. S. Higgins Co. v. Higgins Soap Co., 144 N. Y. 462, 39 N. E. 490 (1895), reversing 71 Hun 
101, 24 N. Y. Supp. 801 (1893). 

*? De Long v. De Long Hook & Eye Co., 32 N. Y. Supp. 203, 206 (1894), modified, 89 Hun 
399, 35 N. Y. Supp. 509 (1894). 

°° Tomsky v. Clark, 73 Cal. App. 412, 238 Pac. 950 (1925); Rubel v. Allegretti Chocolate Cream 
Co., 177 Ill. 129, 52 N. E. 487 (1898). In Frazier v. Dowling, 198 Ky. L. Rep. 1109, 39 S. W. 45, 
46 (1897), the plaintiff, famous in connection with the name “Waterfill & Frazier Whiskey,” brought 
action against two partners, Waterfill and Frazier, who had discarded their originally unobjectionable 
business name and changed to “Waterfill & Frazier, Distillers.” The court found “that this combination 
[did not represent] the name of either of the partners in the new concern. . . . If the sole object in 
using this combination was to tell the truth . . . it does not do so any more than did the discarded 
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ConcLusION 


Despite the fact that the concept of infringement is as old as trade-mark law, and 
that it figures in almost’every trade-mark opinion—and there have been many—it 
is apparent that it did not spring forth full-born. It is indeed still an extremely 
volatile concept, which varies with human ingenuity. Precedent in the law can 
be stultifying if applied blindly, and thus the virtue turned to vice. It is to be 
hoped that our courts can avoid the temptation to compress that concept into well- 
defined molds and can shape it as the potter shapes his clay to the job before him. 


brand ‘G. G. Frazier & Company,’ or ‘J. M. Waterfill & Company.’ See also Dr. A. Posner Shoes, Inc. 
v. Posner, 10 T. M. Rep. 118, 119 (N.Y. Sup. Ct. 1920), where two former employees, Posner and 
Schwartz, formed a partnership; the defendants were enjoined “from placing that mark in any shield, 
or with a lattice design, or in which the word ‘Posner’ shall appear separate from the word ‘Schwartz’ 
or in larger or more conspicuous lettering than the word ‘Schwartz’ or in a different line from that 
word, or continuing any method of business calculated to deceive.” International Silver Co. v. William 
H. Rogers Corp., 67 N. J. Eq. 646, 60 Atl. 187 (1905), reversing 66 N. J. Eq. 119, 57 Atl. 1037 (1904). 
See also Goldberg v. Goldberg, 159 Ga. 761, 126 S. E. 823 (1925), where, though two of the three 
defendant partners bore the name “Goldberg,” its use was enjoined entirely. But compare Lucile, 
Ltd., New York and Paris v. Schrier, 191 App. Div. 567, 181 N. Y. Supp. 694 (1920). The plaintiff 
was well known to the public as “Lucile,” and the defendant partnership of Lucille Schrier and Byrdie 
Levy used as its trade name “Lucille-Byrd.” Defendants were permitted to use the name of Lucille 
Schrier alone or in conjunction with the other partner’s name in letters of the same style, type, and 
conspicuousness, the court citing Bernhard v. Bernhard, 156 App. Div. 739, 142 N. Y. Supp. 94 (1913); 
World’s Dispensary Medical Ass’n v. Pierce, 203 N. Y. 419, 96 N. E. 738 (1911), modifying 138 App. 
Div. 401, 122 N. Y. Supp. 818 (1910). See also Ralph Bros. Furniture Co. v. Ralph, 338 Pa. 360, 12 
A. 2d 573 (1940). Cf. also L. E. Waterman Co. v. Modern Pen Co., supra note 56. 








FEDERAL AND STATE REGULATION OF 
TRADEMARKS 


BarTHOLOMEW Diccins* 


The Lanham Trade-Mark Act of 1946" is the result of years of work by busi- 
ness, bar, and Congress to secure comprehensive and uniform legislation in the field 
of trade-marks and unfair competition.” Prior to the effective date of the Lanham 
Act, the law of trade-marks and unfair competition was a patchwork of federal 
and state law. It is the purpose of this paper to examine the extent to which the 
Lanham Act has brought order and uniformity to the unsettled and unsatisfactory 
conditions which preceded its enactment. 


I 
Historica, BackcRounD 


The law of unfair competition, of which the law of trade-marks is a part,‘ is 
necessarily a flexible and expanding field. The need for effective protection against 
unfair competition expands and diversifies as business itself expands and diversifies; 
unfair trade tactics are limited only by the ingenuity of the unfair trader. Histori- 
cally and necessarily, the courts have lagged in affording protection against unfair 
trading, largely because they have had no official declarations of policy to guide them, 
and standards of business behavior could be formulated only by trial and error after 
the damage was done.” As one authority puts it, 


Experience shows that by the time the judicial machinery arrives at a place where the 
pirate was yesterday, ready to deal with him, that elusive person has moved forward and 
is still a little ahead—at a place where the courts will not reach until tomorrow—and is 
there engaged in doing something which will enable him to advantage himself at some- 
one’s else expense in some manner hitherto unthought of.® 


* B.S. in E.E. 1929, Catholic University of America; LL.B. 1933, Georgetown University. Member of 
the District of Columbia bar. Examiner, United States Patent Office, 1929-34; Special Assistant to the 
Attorney General, 1941-46. 

* Act of July 5, 1946, 60 Srar. 427, 15 U. S. C. §1051 (1946). 

? The term “unfair competition” is a misnomer since many acts not strictly competitive are actionable. 
In Harry D. Nims, THe Law or Unrain CoMPEtiTION AND TRADE-Marxs (3d ed. 1936), seven pages 
(16 to 22) are devoted to “Definitions of Unfair Competition,” and in WALTER DERENBERG, TRADE-MaRK 
PRorECTION AND UnFairR TRADING (1936), the more accurate term “unfair trading” is used to describe 
the cause of action. However, by widespread usage, the term “unfair competition” has’ acquired legal 
standing, and will be used in this paper with the understanding that it includes acts and practices not 
strictly competitive. 

* July 5, 1947. 

*Hanover Star Milling Co. v. Metcalf, 240 U. S. 403, 413 (1916); United Drug Co. v. Rectanus, 
238 U. S. 90, 97 (1918). 

® Handler, Unfair Competition, 21 lowa L. Rev. 175, 179 (1936). 

© Rogers, New Concepts of Unfair Competition under the Lanham Act, 38 T. M. Rep. 259, 270 


(1948). 
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The development of the substantive law of unfair competition has been primarily 
by judicial decision. Both state and federal courts have afforded relief against unfair 
competition.’ Vested trade-mark rights have been recognized and protected by the 
courts of all states irrespective of state or federal registration, and, as might be 
expected, the decisions of the different state and federal courts are not consistent or 
uniform.’ As business grew and developed, this inconsistency and lack of uniformity 
became disturbing to businessmen, so that when the first federal law relating to 
trade-marks® was held unconstitutional,!® 
Congress was flooded with proposed new legislation on the subject, even including a reso- 
lution for an amendment to the Constitution of the United States granting to Congress 
express power to regulate the use of trade-marks.’ 

Most of the states have had laws providing for the registration of trade-marks’” 
and have afforded some protection for marks so registered,” but state law is neces- 
sarily ineffective to protect interstate business. Registration under state laws was not 
essential even in so far as local business was concerned. The Association of the 
Bar of the City of New York studied the matter of state registrations, and, as a result 
of its study, issued a bulletin which contains the following statement: 


Vested trade-mark rights are recognized and protected by the courts in all the states 
irrespective of state or federal registration. Therefore the statement . . . that state registra- 
tion is necessary in order adequately to protect trade-mark rights is not true. State regis- 
tration is helpful only in exceptional cases and the trade-mark owner should not be bur- 
dened with the large expense involved in securing such registration except in unusual 
cases.14 


Not only were the trade-mark registration laws of the states ineffective, but the 
Committee on Patent, Trade Mark and Copyright Law of the American Bar Associ- 
ation described most of such laws as “pernicious.””* Referring to certain trade-mark 
registration laws pending in New York, Maryland, and Nevada, this committee 
said that they “would provide work for lawyers and state registration specialists but 
would be detrimental to trade-mark owners and to the public.”"® 

Even the common law of the states was uncertain and unsatisfactory, largely 
because of the scarcity of precedents. Trade-mark and unfair competition cases 


7 Handler, supra note 5, at 179. 

*For a striking example of this divergence on substantially similar facts, cf. Putnam Nail Co. v. 
Bennett, 43 Fed. 800 (C. C. E. D. Pa. 1890), with Putnam Nail Co. v. Dulaney, 140 Pa. St. 205, 21 Atl. 
391 (1891). 

® Act of July 8, 1870, 16 Srat. 198. 

1° Trade Mark Cases, 100 U. S. 82 (1879). 

11 Rep. No. 3147 on H. R. 16560, 58th Cong., 3d Sess. (1904), reprinted in 17 J. Par. Orr. Soc’y 
120, 123 (1935). 

1217 J. Par. Orr. Soc’y 120, 133 (1935). 

18 WaLTrER DERENBERG, PREPARING FOR THE New TRADE Mark Law (Research Institute of America, 
1946). 

** Bulletin Regarding Circulars Recently Issued by Certain Self-Styled “Trade Mark Specialists,” re- 
printed in 17 J. Par. Orr. Soc’y 740, 741 (1935). 

35 Id. at 736. 

1° Id. at 737. 
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were limited to the commercial centers and the decided cases were few and far from 
comprehensive.?" 

Because of pressure from business, Congress passed the Trade Mark Act of 
1905.'° One of the major reasons urged for the passage of the bill was “that the 


defects in existing law relating to such [interstate] use of trade marks will be 


remedied.”?® 


The Trade Mark Act of 1905, however, fell far short of its objective of remedying 
“the defects in existing law.” The benefits of that Act were procedural only, and 
the nature and scope of the right in a registered trade-mark remained a common-law 
matter."° The Trade Mark Act of 1905 expressly preserved the common-law rights 
in all trade-marks, whether registered or unregistered.”? 

The Act of 1905 did give the federal courts jurisdiction in cases involving regis- 
tered trade-marks,” and cases involving such marks were usually brought in the 
federal courts. In addition, as businesses expanded from local to interstate and 
international, many, if not most, of the cases involving unregistered trade-marks 
and unfair competition found their way into the federal courts by reason of diversity 
of citizenship.2* While the courts paid lip-service to the rule that substantive rights 
in trade-marks rested upon the laws of the several states,* nevertheless, because most 
of the trade-mark and unfair competition cases were in the federal courts, a great 
body of federal law was built up with no apparent regard for state precedents. 
Practically, if not legalistically, there was a substantive federal common law of 
trade-marks and unfair competition, and this body of federal decisions to some 
extent provided a consistent and comprehensive guide for lawyers and businessmen.” 

Continuous efforts by state legislatures to pass compulsory registration statutes 
were feared and resented by businessmen and threatened to result in “an intolerable 


ad 1 Rowers, supra note 6, at 263. 
18 33 SraT. 724 (1905), as amended, 52 Srar. 638 (1938), 15 U. S. C. §81 ef seq. Te 
1914 J. Par. Orr. Soc’y 133 (1935). 

2° Estate of P. D. Beckwith v. Commissioner of Patents, 252 U. S. 538 (1920). “Registration of a 
trade-mark under the Trade-Mark Act of 1905 neither enlarges nor abridges the registrant’s common-law 
rights in the mark.” Dwinell-Wright Co. v. National Fruit Product Co., 54 U. S. P. Q. 149, 151, 129 F. 
2d 848, 851 (C. C. A. Ist 1942). 

*1 33 Srav. 730 (1905), 15 U. S. C. §103 (1946). 

#2 33 SraT. 728 (1905), as amended, 49 Star. 1921 (1936), 15 U. S. C. §97 (1946). 

8 See note 17 supra. 

"United Drug Co. v. Rectanus, 248 U. S. 90 (1918). 

8 Zlinkoff, Erie v. Tompkins: In Relation to the Law of Trade-Marks and Unfair Competition, 32 
T. M. Rep. 81, 85 (1942), refers to the body of federal decisions as “an unusually large and important 
body of jurisprudence.” In Philco Corporation v. Phillips Mfg. Co., 133 F. 2d 663, 666 (C. C. A. 
7th 1943), Judge Kerner said: “But in another sense there has been a federal general common law and 
cases have been ‘governed by federal law’ within the meaning of the Erie doctrine, for federal courts 
have exercised independent judgment as to what ‘the common law’ was in all cases in the field.” 

°° “Businessmen have a viewpoint different very often from the lawyer’s viewpoint. We are 
annoyed very much by State legislation and we are annoyed by picayunes who go out and try to scare 
the manufacturers into registration under State laws with some reason which while it sounds plausible 
at the time does not hold water.” Testimony of W. H. Stanley, vice president, William Wrigley Jr. Co., 
in Hearings before the Subcommittee on Trade-Marks of the House Committee on Patents on H. R. 
102, H. R. 5461, and S. 895, 77th Cong., 1st Sess. 137, 138 (1941). 
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mess, because we have 48 separate sovereignties to deal with, each legislating as it 
sees fit with respect to marks within its borders regardless of where those marks 
originate.”*" 

There was no substantial question as to the general validity of state law in this 
field, but at least until 1932 there was serious doubt as to the power of Congress to 
enact substantive legislation relating to trade-marks and unfair competition.”* 
Whether or not Congress had the power to enact such substantive legislation, there 
was no doubt that it had refrained from doing so. Trade-marks and unfair com- 
petition are subjects over which the federal and state governments have concurrent 
jurisdiction, and, since Congress had failed to act in substantive matters, state law 
governed the substantive rights in these matters. 

Beginning with the Trade-Mark Act of 1881,*° the efforts of Congress to legislate 
with respect to trade-marks indicate a feeling of uncertainty as to its powers. 
Congressional legislation treated procedure rather than substance, and, even pro- 
cedurally, the legislation was piecemeal rather than comprehensive. As a result, the 
federal statutory law of trade-marks was scattered through a number of statutes** 
and those statutes taken together were woefully inadequate.** As early as 1928 the 
need for codification and modification of the federal trade-mark laws was recognized 
and made the subject of a study by the Committee on Patents, Trade Marks and 
Copyrights of the American Bar Association.* 

The lack of uniformity in the trade-mark and unfair competition laws of the 
different states and the inadequacy of federal law were highlighted when, in 1938, 
the Supreme Court in Erie Railroad v. Tompkins** required the federal courts 
to apply the law of the state in which they sit. In the first trade-mark case con- 
sidered by the Supreme Court after the Erie decision, Kellogg Company v. National 


77 “Most of the States were greedy for revenue, naturally enough, and here was an opportunity to 
make the outsider pay revenue.” Statement of Edward S. Rogers in Hearings before the Subcommittee on 
Trade-Marks of the House Committee on Patents on H. R. 9041, 75th Cong., 3d Sess. 11, 12, 13 (1938). 

28 American Trading Co. v. Heacock Co., 285 U. S. 247 (1932). 

2°Sce notes 20 and 21 supra. 

8° See note 9 supra. 

®1 15 U. S. C. §81-109 (1946). “. . . We have had a number of Federal statutes. The first one 
was the act of 1870. That was declared unconstitutional. It was followed by the act of 1881, which 
applied to trade-marks used in foreign commerce and commerce with the Indian tribes, and was based 
on the treaty-making power. That was supplemented or superseded, I should say, by the Act of 1905, 
which was based on the commerce clause and embraced trade-marks used in interstate commerce. That 
was supplemented by the Act of 1920, and both acts have been amended from time to time. The result 
is we now have a rather confused situation which is difficult to understand, because there are 9 or 10 
separate trade-mark acts and you find trade-mark provisions in such unexpected places as the Tariff Act, 
the Act to Incorporate the Boy Scouts, and the Act to Incorporate the Red Cross, and it is hard for 
anyone to find out what the Federal statutory law is, because it is so badly scattered.” Statement of 
Edward S. Rogers in Hearings, supra note 27, at 12. 

®2Qne of the most outstanding inadequacies is the failure of the Trade-Mark Act to recognize 
secondary-meaning marks adopted after 1895 (so-called Ten Year proviso). 33 Stat. 725 (1905), as 
amended, 43 Strat. 647 (1924), 15 U. S. C. §85 (1946). 
®8 See note 27 supra. 

54 304 U. S. 64 (1938). 
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Biscuit Company,®® the court specifically stated that the Erie doctrine applied in 
trade-mark cases.°° 

The effect of the Erie decision is well illustrated in the decisions of the Court 
of Appeals for the Seventh Circuit. In Sinko v. Snow-Craggs Corporation," that 
court based its decision upon the general principle that “equity will protect the 
honest, and restrain the dishonest, trader,”** basing its decision exclusively upon 
decisions of the federal courts and one decision rendered by Mr. Justice Holmes 
while on the Supreme Judicial Court of Massachusetts. Two years later this same 
court decided Addressograph-Multigraph Corporation v. American Expansion Bolt 
& Manufacturing Company.® The complaint charged misappropriation of the 
plaintiff's business system. The district court, relying on the Supreme Court’s de- 
cision in International News Service v. Associated Press, found all issues in favor 
of plaintiff and ordered an accounting of profits and damages. In reversing the 
district court, the Court of Appeals said: 


It appears that the lower court decided the case upon general Federal law. At any 
rate, it is certain that the law of unfair competition, as announced by the courts of Illinois, 
“was not applied. We are therefore at the threshold of our consideration met with de- 
fendant’s contention that under Erie R. Co. v. Tompkins . . . the law of the state, as 
announced by its courts, must be given effect .. . 

There is little room for argument but that the District Court, as well as this court, 
must give application to the Illinois law of unfair competition. - . . 


. .. the law of unfair competition, as announced in Illinois, must be applied.*® 


The Court of Appeals found that under the law of Illinois, as announced by the 
Illinois courts, actionable unfair competition was limited to “palming off” and that 
therefore misappropriation of a business system was not actionable. 

Recognition of the deficiencies in prior law was directly responsible for the pas- 
sage of the Lanham Act. The report of the Senate Committee on Patents urged 
passage of the Act in the following language: 


The theory once prevailed that protection of trade-marks was entirely a State matter 
and that the right to a mark was a common-law right. This theory was the basis of 
previous national trade-mark statutes. Many years ago the Supreme Court held and has 
recently repeated that there is no Federal common law. It is obvious that the States can 
change the common law with respect to trade-marks and many of them have, with the 
possible result that there may be as many different varieties of common law as there are 


85 305 U. S. 111 (1938). 

*°7dJ., n. 1. It is interesting to note, however, that in Armstrong Paint & Varnish Works v. Nu- 
Enamel Corporation, 305 U. S. 315 (1938), which is in the same volume of the Reports, the Supreme 
Court does not cite a single state decision nor refer to state law. 

5705 F. 2d 450 (C. C. A. 7th 1939). While this case was decided more than a year after Erie 
Railroad Co. v. Tompkins, and eight months after the Erie doctrine was held applicable in trade-mark 
and unfair competition cases in Kellogg Co. v. National Biscuit Co., 305 U. S. 111 (1938), apparently 
the court did not appreciate the application of the Erie doctrine and decided the case without reference 
to Illinois law. ’ 

*8 Td. at 452. 

3° 124 F. 2d 706 (C. C. A. 7th 1941), cert. denied, 316 U. S. 682 (1941). 

*° Id. at 708. 
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States. A man’s rights in his trade-mark in one State may differ widely from the rights 
which he enjoys in another. 

However, trade is no longer local, but is national. Marks used in interstate com- 
merce are properly the subject of Federal regulation. It would seem as if national legis- 
lation along national lines securing to the owners of trade-marks in interstate commerce 
definite rights should be enacted and should be enacted now. 

There can be no doubt under the recent decisions of the Supreme Court of the consti- 
tutionality of a national act giving substantive as distinguished from merely procedural 
rights in trade-marks in commerce over which Congress has plenary power, and when it is 
considered that the protection of trade-marks is merely protection to goodwill, to prevent 
diversion of trade through misrepresentation, and the protection of the public against 
deception, a sound public policy requires that trade-marks should receive nationally the 
greatest protection that can be given them.*? 


This statement, especially the reference to the need for “national legislation along 
national lines,” shows a clear recognition of the fact that in the field of trade-marks 
and unfair competition uniformity is essential to protect and preserve commerce. 
The power of Congress to regulate interstate and foreign commerce is clear,‘? 
and doubt as to the power of Congress to regulate trade-marks and unfair competi- 
tion could only be based upon doubt as to whether these subjects are within the 
commerce power. Whatever may have been the legal concept of commerce at the 
time of the Heacock decision,** this concept has been considerably broadened since 
1933. As stated by Mr. Justice Rutledge,** 
The aegis of federal commerce power continued to spread over and enfold other business 
so conducted, in both general and specific legislative exertions. Usually this was with 
judicial approval; and, despite notable instances of initial hostility, the history of judicial 


limitation of congressional power over commerce, when exercised affirmatively, has been 
more largely one of retreat than of ultimate victory. 


The courts have recognized and sustained the power of Congress to regulate 
competitive practices under the Federal Trade Commission Act,*® and “unfair 


46 under that Act include a variety of trade-mark situa- 
2248 


methods of competition 
tions.*7 Trade-marks have been identified as the symbols “we purchase goods by, 


*1 Sen. Rep. No. 1333, 79th Cong., 2d Sess. (1946). 
“2U. S. Consr. Art. I, §8. 
“8 See note 28 supra. 
‘ “4 Prudential Insurance Co. v. Benjamin, 328 U. S. 408, 415 (1946). 
“5 38 Strat. 717 (1914), as amended, 52 Sra. 111 (1938), 15 U. S. C. §41 (1946). 
4° 38 Stat. 719 (1914), as amended, 52 Srar. 1028 (1938), 15 U. S. C. §45 (1946). 
‘7 Handler, Unfair Competition, 21 Iowa L. Rev. 175 (1936), lists a number of trade-mark or 
closely related practices which the Federal Trade Commission has banned or attempted to ban as “unfair 
methods of competition.” Some of the more important are “false or misleading advertising,” “mis- 
branding,” “passing off,” “use of misleading trade names,” and “giving products misleading names.” 
Id. at 244, 245, 247. The practices which the courts have condemned include “false advertising and 
misbranding,” ‘“misrepresentation of business status,” “misrepresentation of origin,” “simulation of 
trade marks and trade names.” Id. at 248, 249. Handler does state, however, “It is rather doubtful 
whether orders forbidding trade mark and trade name simulation, except where the mark or name is 
inherently deceptive, will be sustained.” Id. at 250. This doubt apparently springs from the fact that 
the Commission functions to protect the public generally and that ordinary trade-mark infringement 
is a private wrong for which adequate remedies are provided. See Derenberg, The Patent Office’ As 
Guardian of the Public Interest in Trade-Mark Registration Proceedings, infra. 
“8 Mishawaka Rubber and Woolen Mfg. Co. v. S. S. Kresge Co., 316 U. S. 203, 205 (1942). 
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and press and radio are constant reminders of the intimate and inseparable relation- 
ship between the symbols and the trade itself. In Wickard v. Filburn*® the Supreme 
Court upheld the power of Congress to penalize the threshing of 239 bushels of 
wheat for home use because of the “effect on interstate commerce.”®° It seems 
obvious that the integrity of trade-marks such as “Gold Medal”®! has a far greater 
effect on interstate commerce and more immediately and directly affects the wheat- 
purchasing public than Filburn’s 239 bushels of wheat. Thus, if it is within the 
power of Congress to regulate the latter, the former is also within that power. 

With the defects and uncertainties of prior law and the need for uniform federal 
law in mind, Congress clearly and specifically stated the intent of the Lanham Act 
in the following language: 


The intent of this Act is to regulate commerce within the control of Congress by 
making actionable the deceptive and misleading use of marks in such commerce; to pro- 
tect registered marks used in such commerce from interference by State, or territorial 
legislation; to protect persons engaged in such commerce against unfair competition; to 
prevent fraud and deception in such commerce by the use of reproductions, copies, 
counterfeits, or colorable imitations of registered marks; and to provide rights and reme- 
dies stipulated by treaties and conventions respecting trade-marks, trade names and unfair 
competition entered into between the United States and foreign nations.®? 


It was thus the intent of Congress in ..:e Lanham Act to deal with “registered 
marks,”** “marks”™* which are entitled io registration, “trade-marks”®* which may 
or may not be entitled to registration, “trade names,”*® and “unfair competition.” 
Registered marks are to be protected “from interference by State, or territorial legis- 
lation,” deceptive and misleading use of marks in commerce is to be made “action- 
able,” “rights and remedies” are to be provided respecting trade-marks, trade names 
and unfair competition, and persons engaged in commerce are entitled to effective 
protection against unfair competition.” 

Other sections of the Act corroborate and emphasize the breadth of the Lanham 
Act. Congress makes the Act applicable to “all commerce which may lawfully be 


4° 317 U. S. 111 (1942). 

5° 1d. at 125. 

51 France Milling Co. v. Washburn Crosby Co., 7 F. 2d 304 (C. C. A. 2d 1925). 

5260 StaT. 443, 15 U. S. C. §1127 (1946). 

58 The term “registered mark” means a mark registered in the United States Patent Office under this 
Act or under the Act of March 3, 1881, or the Act of February 20, 1905, or the Act of March 19, 1920. 
The phrase “marks registered in the Patent Office” means registered marks. See note 52 supra. 

54The term “mark” includes any trade-mark, service mark, collective mark, or certification mark 
entitled to registration under this Act whether registered or not. See note 52 supra. 

55The term “trade-mark” includes any word, name, symbol, or device or any combination thereof 
adopted and used by a manufacturer or merchant to identify his goods and distinguish them from those 
manufactured or sold by others. See note 52 supra. 

5° The terms “trade name” and “commercial name” include individual names and surnames, firm 
names and trade names used by manufacturers, industrialists, merchants, agriculturists, and others to iden- 
tify their businesses, vocations, or occupations; the names or titles lawfully adopted and used by persons, 
firms, associations, corporations, companies, unions, and any manufacturing, industrial, commercial agricul- 
tural, or other organizations engaged in trade or commerce and capable of suing and being sued in a court 


of law. See note 52 supra. 
5760 Strat. 443, 15 U. S. C. §1127 (1946). 
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regulated by Congress,” throughout all territory which is under the jurisdiction and 
control of the United States.°* These broad statements show clearly and unmis- 
takably that in the Lanham Act Congress intended to exercise its full power to 
regulate trade-marks and unfair competition to the end that the law in this field 
might be certain and uniform throughout the United States. The Lanham Act is 
“national legislation along national lines.” 

While the Lanham Act will necessarily affect the whole field of trade-mark and 
unfair competition law, only a few of the more important effects and changes can 
be considered in this paper. These more important effects are: (1) The effect on 
the jurisdiction of the federal courts; (2) the effect on the rules of decision for the 
federal courts; (3) the effect on state statutes relating to trade-marks or unfair com- 
petition; (4) the effect on rules of decision in state courts; and (5) the protection of 
rights existing at the time the Lanham Act became effective. 


II 
JURISDICTION OF THE FEDERAL Courts 


The jurisdiction of the federal courts in cases involving infringement of registered 
trade-marks presents no serious question. The federal courts had such jurisdiction 
under the Trade-Mark Act of 1905,°° and such jurisdiction is continued under the 
Lanham Act.® This jurisdiction attaches “without regard to the amount in contro- 
versy or to diversity or lack of diversity of the citizenship of the parties.”™ 

Jurisdiction involving unregistered trade-marks or trade names or unfair compe- 
tion is, however, not so clear in the absence of diversity of citizenship of the parties 
and the requisite amount in controversy. It is certain that the existence of a question 
relating to trade-marks, trade names, or unfair competition did not constitute an 
independent ground for federal jurisdiction prior to the Lanham Act,®? and the 
question is whether the Lanham Act has changed the law in this respect. 

Section 39 of the Lanham Act confers jurisdiction on the federal courts of “all 
actions arising under this Act, without regard to the amount in controversy or to 
diversity or lack of diversity of the citizenship of the parties."** Thus federal 
jurisdiction depends on whether the action “arises under” the Lanham Act and not 
on whether the plaintiff's mark is registered. . 

Section 44(h) provides that certain foreign nationals “shall be entitled to effective 
protection against unfair competition, and the remedies provided herein for infringe- 


58 Ibid. ; 
5° 33 Srat. 728 (1905), as amended, 49 Strat. 1921 (1936), 15 U. S. C. §97 (1946); 36 Star. 1092 


(1911), 28 U. S. C. §41(7) (1946). 

6 69 Stat. 440, 15 U. S. C. §1121 (1946). 

*1 Ibid. ‘The Federal Judicial Code, effective September 1, 1948, also contains a further expression 
of the Congressional intent to broaden the jurisdiction of the federal courts in trade-mark and unfair 
competition matters. 28 U.S. C. §1338(b). 

®2 Armstrong Paint & Varnish Works v. Nu-Enamel Corp., 305 U. S. 315 (1938). 

*3 See note 60 supra. 
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ment of marks shall be available so far as they may be appropriate in repressing acts 
of unfair competition.”** Section 44(g) provides that “trade names or commercial 
names” of such foreign nationals “shall be protected without the obligation of filing 
or registration whether or not they form parts of marks.”® Section 44(i) extends 
the benefits of Sections 44(g) and (h) to citizens or residents of the United States.** 
It seems clear, therefore, that cases involving “effective protection against unfair 
competition,” which would include all trade-mark and trade name cases, and cases 
involving protection of trade names or commercial names would be actions “arising 
under” the Lanham Act and would therefore be within the jurisdiction of the federal 
courts under Section 39. 

Not only do the words of Sections 39 and 44(g), (h) and (i) require this con- 
struction, but any other construction would do violence to the intent of Congress 
stated in Section 45. Section 45 states that Congress intended to make “actionable 
the deceptive and misleading use of marks in . . . commerce; to protect persons 
engaged in . . . commerce against unfair competition; . . . and to provide rights and 
remedies . . . respecting trade-marks, trade names and unfair competition. . . .”*" The 
only place in which such conduct is made actionable and such protection, rights, and 
remedies are afforded in the case of unfair competition not involving registered 
marks is in Section 44, so that Congress must have intended that such cases should 
be actions arising under the Lanham Act and within the jurisdiction of the federal 
courts under Section 39. 

The only test of the jurisdiction of the federal courts is whether an action involves 
“commerce which may lawfully be regulated by Congress,” since otherwise the action 
would not be one “arising under” the Lanham Act within the meaning of Section 
39. The existence of federal jurisdiction thus depends upon whether the conduct 
involved or the parties to the cause of action are within or subject to the regulatory 

**60 Srat. 441, 15 U. S. C. §1126(h) (1946). “Persons who are nationals of, domiciled in, or 
have a bona fide and effective business or commercial establishment in any foreign country, which is a 
party to (1) the International Convention for the Protection of Industrial Property, signed at Paris on 
March 20, 1883; or (2) the General Inter-American Convention for Trade-Mark and Commercial 
Protection signed at Washington on February 20, 1929; or (3) any other convention or treaty relating 
to trade-marks, trade or commercial names, or the repression of unfair competition to which the United 
States is a party, shall be entitled to the benefits and subject to the provisions of this chapter to the 
extent and under the conditions essential to give effect to any such conventions and treaties so long as the 
United States shall continue to be a party thereto, except as provided in the following paragraphs of this 
section.” 60 Star. 441, 15 U. S. C. §1126(b) (1946). 

* © 6 Srat. 441, 15 U. S. C. §1126(g) (1946). 
** “Citizens or residents of the United States shall have the same benefits as are granted by this 
” - ons described in paragraph (b) hereof.” 60 Stat. 441, 15 U. S. C. §1126(i) (1946). 
®T60 Stat. 443, 15 U. S. C. §1127 (1946). In this last quotation reference to treaties and con- 
ventions is omitted, as such reference is descriptive rather than limiting. Section 44 of the Lanham 
Act specifies the “rights and remedies” under such treaties and conventions and then in Section 44(1) 
extends such rights and remedies to citizens and residents of the United States. The treaties and con- 
ventions are concerned only with the “rights and remedies” afforded citizens or residents of foreign 
countries, not the “rights and remedies” which the United States affords its own citizens or residents. 
The statement of intent is in better accord with the facts if the reference to treaties and conventions is 
construed as descriptive of the type of “rights and remedies” granted rather than as limiting the persons 
entitled to such “rights and remedies.” 
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power of Congress, and hence involves consideration of the scope of the commerce 
power.®8 

While the Lanham Act broadens the jurisdiction of the federal courts, nothing 
in the Act makes that jurisdiction exclusive even where registered marks are in- 
volved. The Lanham Act thus extends the jurisdiction of the federal courts without 
limiting the jurisdiction of state courts. However, for reasons which will later 
appear, this extension of federal jursidiction will probably result in the federal 
courts’ becoming the only important forum in unfair competition matters. 

Ill 


Rutes oF Decision iN FEeperaL Courts 


After the Erie decision it was clear that trade-mark and unfair competition cases 
which did not involve trade-marks registered under federal statutes were governed 
by state law.” In cases involving registered trade-marks, federal law governed pro- 
cedure and remedies,” but there was a serious and difficult question whether the 
“substantive rights” of the parties were determined by federal or state law.” 

As between state and federal law, the better rule was that announced by the 
Court of Appeals for the First Circuit, “that on the question of infringement of 
registered trade-marks the applicable law is federal statutory law, and where that 
is ambiguous or silent, federal case law .. .”"4 But application of this rule was not 
without difficulty. In the Seventh Circuit, federal law was held to apply only in sit- 
uations involving “ ‘passing off’ effected solely by the use of a trade-mark”™; and 
even then federal law was not applicable “if either party’s mark is used only in 
intrastate commerce, or if both marks are unregistered . . . under the Act.”™* In a 
suit for infringement of a registered trade-mark, the substantive rights of the owner 
of the mark could thus depend upon the extent and character of the defendant’s 
activities rather than upon any absolute rights resulting from ownership of the 
registered mark. 

Many, if not most, suits for infringement of a registered trade-mark include a 
count or claim for unfair competition. Ordinarily, in such an action the infringement 
count would be governed to some extent by federal law, and the unfair competition 
count would be governed exclusively by state law.” However, at least one court 

°® For a discussion of the commerce power in connection with the Lanham Act, see March, Terri- 
torial Scope of the Trade Mark Act of 1946, 38 T. M. Rep. 955, 965 (1948). 

*° Philco Corporation v. Phillips Mfg. Co., 133 F. 2d 663, 667 (C. C. A. 7th 1943). 

7 Armstrong Paint & Varnish Works v. Nu-Enamel Corp., 305 U. S. 315, 333 (1938). 

™ Dwinell-Wright Co. v. National Fruit Product Co., 140 F. 2d 618, 620 (C. C. A. rst 1944); but 
see Folmer Graflex Corporation v. Graphic Photo Service, 44 F. Supp. 429, 432 (D. Mass. 1942). See 


criticism of the Folmer Graflex case in Zlinkoff, Erie v. Tompkins: In Relation to the Law of Trade-Marks 
and Unfair Competition, 32 T. M. Rep. 81, 101 (1942). 

73 Dwinell-Wright Co. v. National Fruit Product Co., supra note 71, at 620. 

78 Philco Corporation v. Phillips Mfg. Co., supra note 69, at 672. 

41d. at 670. 

75 Note 69 supra. The difficulties inherent in the application of laws of different sovereignties in the 
same case have been to some extent relieved by the fact that in some states the federal and state ‘laws 
are identical. Gamlen Chemical Co. v. Gamlen, 38 T. M. Rep. 876 (W. D. Pa. 1948). But see note 8 


supra. 
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has held that an unfair competition count is also governed by federal law if juris- 
diction of the count is ancillary to jurisdiction of a count for infringement of a 
registered mark, but is governed by state law if jurisdiction of the unfair competi- 
tion count is based on diversity.” 

This confusion, uncertainty, and conflict results from the effort to apply the 
Rules of Decision Act’ as interpreted in the Erie decision to the law of trade-marks 
and unfair competition. Because so much of present-day business is national in 
scope, the law of trade-marks and unfair competition does not lend itself to treat- 
ment on a local scale. The Lanham Act brings the whole field of trade-marks and 
unfair competition, with certain minor exceptions, into the exception in the Rules of 
Decision Act, and frees trade-mark and unfair competition actions from state law. 
The Lanham Act, in effect, eliminates the difficulties and uncertainties which re- 
sulted from application of the Erie doctrine in trade-mark and unfair competition 
cases. 

The Rules of Decision Act provides that state law is to be applied in the federal 

courts, “except where the Constitution, treaties, or statutes of the United States 
otherwise require or provide. . .”"® and the Lanham Act both requires and pro- 
vides that the federal courts exercise their independent judgement in trade-mark and 
unfair competition matters. 
By its terms, the Lanham Act covers the whole field of unfair competition, in- 
cluding infringement of trade-marks and trade names and other forms of unfair 
competition. Both the terms and the legislative history of the Act show that Con- 
gress intended that the law of unfair competition” should be uniform throughout 
the United States.®° In the Philco case*' the court, discussing the Acts of 1905 and 
1920, said: “The intention of Congress was to achieve uniformity within the area occu- 
pied. In so far as State law conflicts with this policy of the Trade Mark Acts, it must 
yield to the superior federal law.” In the Lanham Act, Congress occupies the whole 
area of unfair competition, thus leaving little or nothing to the operation of state 
law, whether decisional or statutory.®” 

In addition to the fact that the congressional intent was to occupy the entire 
field, it should be noted that the protection to be afforded against unfair competi- 
tion is a matter of interpretation and application of the Lanham Act and is there- 
fore a matter in which the federal courts must exercise independent judgment, un- 

7 Bulova Watch Co. v. Stolzberg, 69 F. Supp. 543, 546 (D..Mass. 1947). 


77 Rev. Strat. §721 (1875), 28 U. S. C. §725 (1946). 

78 Ibid. 

™ The courts have held that federal law governs in cases involving trade-marks registered under 
the Acts of 1905 and 1920. ‘See notes 69, 70, and 71 supra. In this discussion, the effects of the 
Lanham Act on the rules of decision in unfair competition cases will be considered since the changes 
made with respect to unfair competition generally are more clearly applicable to cases involving registered 
marks. 

8° See, for example, Sen. Rep. No. 1333, 79th Cong., 2d Sess. (1946). 

1 Philco Corporation v. Phillips Mfg Co., 133 F. 2d 663, 672 (C. C. A. 7th 1943). 

®2 State law continues to govern purely local matters, but, as will be pointed out later, local matters 
which do not affect commerce may be so few as to be inconsequential. 
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hampered by the statutes or decisions of the state in which the federal court sits.** 
Cases involving registered trade-marks are specifically freed “from interference by 
State, or territorial legislation.”** 

The Lanham Act provides that trade names “shall be protected”®* and that 
“effective protection”®® shall be afforded against unfair competition. While it is 
true that the Act does not define “unfair competition,” it is for the federal courts 
to find and decide the meaning of the term. It is for the federal courts to decide 
what acts constitute the “unfair competition” which the Lanham Act makes “action- 
able” and against which it provides “effective protection.” Application of the laws 
of the particular state in which a federal court sits would do violence to the con- 
gressional intent to provide “national legislation along national lines.” Thus the 
federal courts sitting in Illinois, for example, will not be limited to the Illinois 
“palming off” doctrine®’ but will be bound by the broader federal interpretation of 
“unfair competition.”** 

Not only does the Lanham Act require the federal courts to apply their own 
interpretation of the term “unfair competition,” but the relief to be afforded is also 
a question of federal law. The Act provides that “the remedies provided herein for 
infringement of marks shall be available . . . in repressing acts of unfair competi- 
tion,”*® These remedies include “injunctions, according to the principles of equity 
... to prevent the violation of any right,”®° and it is specifically provided that pro- 
tection against unfair competition shall be “effective.”°' The determination of 
the right, the need for protection, and the granting of effective relief are matters of 
interpretation and application of a federal statute, and are wholly independent of 
state law.”” 

The Court of Appeals for the Seventh Circuit stated in the Philco case that 
“The policy of a statute which Congress has enacted under its constitutional power 
to regulate interstate commerce may not be defeated or obstructed by State law, 
whether decisional . . . or statutory . . .”°* but held that application of the Acts of 
1905 and 1920 was limited to “that part of the field of unfair competition . . . having 
to do with ‘passing off’ effected solely by the use of a trade mark.”®* Whether or 
not the court was correct in its view of the scope of the Acts of 1905 and 1920, it was 

83 Jerome v. United States, 318 U. S. 101 (1943). 

84 60 Stat. 443, 115 U. S. C. §1127 (1946). 

85 6 Strat. 441, 15 U. S. C. §1126(g) (1946). 

86 6> Strat. 441, 15 U. S. C. §1126(h) (1946). 

8™ Time, Inc. v. Viobin Corporation, 128 F, 2d 860 (C. C. A. 7th 1942). 

88 For example, International News Service v. The Associated Press, 248 U. S. 215, 236 (1918), 
identifies the right to protection against unfair competition as the right to protection in the conduct of a 


lawful business. 

®°See note 64 supra. 

°° 60 Srat. 439, 15 U. S. C. §1116 (1946). 

1 See note 86 supra. 

°2 Im re Pittsburgh Railways, Co., 155 F. 2d 477 (C. C. A. 3d 1946), cert. denied, 329 U. S. 731 
(1946). 

®3 Philco Corporation v. Phillips Mfg. Co., supra note 69, at 671-672. 

% Id. at 672. 
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correct in its holding as to the effect of congressional action upon state law. The 
Lanham Act, however, covers the whole field of unfair competition, so that federal 
law is supreme in the field. 

The extent to which particular acts or transactions will be subject to the Lanham 
Act—and hence the extent to which federal law governs—depends upon the scope 
given by the courts to the power of Congress over commerce. Where both parties 
to an unfair competition action are engaged in interstate or foreign commerce and 
the unfair competitive acts occur in that commerce, there is no difficulty in finding the 
Lanham Act applicable. The difficulty arises when at least one of the parties is 
engaged in a local business or the unfair acts are local. Prior to the Lanham Act, 
unfair competition cases reached the federal courts on diversity grounds® and were 
subject to the vicissitudes of state law. Even federal registrations did not constitute 
a basis for relief against purely intrastate infringement. 

The commerce to which Congress made the Lanham Act applicable is “all com- 
merce which may be lawfully regulated by Congress,”®” and the power of Congress 
to regulate competitive practices extends to matters which are wholly intrastate if 
they affect interstate commerce.*® The Lanham Act therefore applies whenever 
interstate or foreign commerce is affected, regardless of whether the business of one 
or both parties or the unfair acts are strictly local. In the Filburn case,® the power 
of Congress was held to include control over wheat intended for consumption on 
the very farm where it was grown; a similar construction applied to the Lanham 
Act would make that Act applicable in almost every conceivable situation. 

Since unfair competition is a violation of the right to conduct a lawful business, 
it necessarily affects every part of the business. For example, in the simplest form 
of unfair competition—passing off—the deception not only affects the business 
which is directly injured but also necessarily affects both the customers and suppliers 
of that business. To the extent that such customers or suppliers are’ engaged in 
interstate or foreign commerce, such commerce will be affected regardless of the 
character of the business against which the unfair competition is immediately di- 
rected, 

So far as the federal courts are concerned, there will probably be few, if any, 
situations in which state law will be applied in an unfair competition case. Juris- 
diction will ordinarily be based upon the Lanham Acct itself or upon diversity of 
citizenship. If jurisdiction is based upon the Lanham Act, that Act will apply; 
while if a citizen of one state is competing unfairly with a citizen of another, com- 

®5 Armstrong Paint & Varnish Works v. Nu-Enamel Corp., supra note 70. 

®® See March, supra note 68, at 962. 

®7 60 Stat. 443, 15 U. S. C. §1127 (1946). 

°8In United States v. Wrightwood Dairy Co., 315 U. S. 110, 120 (1942), Chief Justice Stone said: 
“. . . the marketing of a local product in competition with that of a like commodity moving interstate 
may so interfere with interstate commerce or its regulation as to afford a basis for Congressional regula- 
tion of the intrastate activity. It is the effect upon the interstate commerce or its regulation, regardless 
of the particular form which the competition may take, which is the test of federal power.” 


°© Wickard v. Filburn, 317 U. S. 111 (1942). 
100 See note 88 supra. 
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merce within the regulatory power of Congress will almost invariably be involved. 
It is theoretically possible that a case of purely local unfair competition could be 
ancillary to a cause of action within the jurisdiction of the federal courts and there- 
fore be triable in the federal courts, but such cases will probably be few.’ 


IV 
Strate Laws 


The Lanham Act not only eliminates the effects of the Erie decision in the 
federal courts, but makes state law wholly ineffective in all cases of unfair compe- 
tition in commerce subject to the power of Congress. While it is true that “as a 
matter of statutory construction Congressional intention to displace local laws in the 
exercise of the commerce power is not, in general, to be inferred unless clearly indi- 
cated by those considerations which are persuasive of the statutory purpose,”?” the 
statutory purpose of the Lanham Act to displace local laws is clear. So far as 
registered marks are concerned, that purpose is expressly stated.’ 

In cases of unfair competition generally, the congressional purpose was to provide 
uniformity in place of conflict and confusion.1* The commerce clause of the 
Constitution’® is not only a grant of power to Congress but is a limitation on the 
power of the states,1°* and state laws cannot interfere “in matters with respect to 
which uniformity of regulation is of predominant national concern.”*** Where the 
policy of Congress is to provide uniform regulation for the entire field of unfair 
competition, state law, whether coinciding with or opposing the federal law, is in- 
effective!®® even in those situations which are subject to the regulatory power of 
Congress but are not specifically regulated.’ 

The state laws most obviously affected by the Lanham Act are the trade-mark 
registration statutes of the various states. These registration statutes have never 
been mandatory,’”® and, since the Lanham Act became effective, it is extremely 
doubtful that state registration laws could be made mandatory as against marks 
used in commerce within the regulatory power of Congress. Certainly no state 


102 Musher Foundation, Inc. v. Alba Trading Co., 127 F. 2d 9 (C. C. A. 2d 1942), cert. denied, 317 
U. S. 641 (1942); Zalkind v. Scheinman, 139 F. 2d 895 (C. C. A. 2d 1943), cert. denied, 322 U. S. 
738 (1943). But see 28 U. S. C. §1338(b). 

103 Maurer v. Hamilton, 309 U. S. 598, 614 (1940). 

2°8 6 Stat. 443, 15 U. S. C. §1127 (1946). 

104-The confusion and conflict in the unfair competition laws of the various states was one of the 
principal grounds urged in support of a federal law of trade-marks and unfair competition (see note 
27 supra) and the need for uniform legislation was one of the prinicpal reasons urged for passage of 
the Lanham Act. (See note 41 supra.) There is certainly no indication that Congress intended that 
state law should continue to be applicable, and, in the absence of such an indication, a Congressional 
intent that the Lanham Act shall apply uniformly is to be implied. Jerome v. United States, 318 U. S. 
101 (1943). See also Clearfield Trust Co. v. United States, 318 U. S. 363 (1943). 

205 TJ, S. Consr. Art. I, §8. 

106 Freeman v. Hewit, 329 U. S. 249, 252 (1946). 

1°7 Southern Pacific Co. v. Arizona, 325 U. S. 761, 700 (1945). 

108 Charleston & W. C. Ry. v. Varnville Furniture Co. 237 U. S. 597 (1915). 

109 Bethlehem Steel Co. v. New York Labor Relations Board, 330 U. S. 767 (1947). 

110 1 J, Par. Orr. Soc’y 120, 133 (1935). 











214 Law anp ConTEMPoRARY PRosBLEMS 


could require registration of a “registered mark” as defined in the Lanham Act,'"* 


because the Act expressly frees such marks from interference by state or territorial 
legislation..’? Marks which are not “registered marks” but which are used in 
commerce subject to the control of Congress, while not exempted from state laws 
by specific provision, are exempt from interference from such laws by necessary 
implication. Compulsory state registration would place a burden on users of such 
marks;'"* and no state can lawfully impose such a barrier against, or impose such 
a burden on, interstate or foreign commerce.’ 

A state may provide for registration of trade-marks used in the state, and may 
also specify the rights of the registrant and remedies for infringement. However, 
even before the passage of the Lanham Acct, state registrations were of doubtful 
value against interstate users.” The Lanham Act protects and preserves trade- 
mark rights existing prior to its effective date,’"® but after that date the effectiveness 
of a local trade-mark against an interstate user will probably be governed by the 
Lanham Act. 

The definition of “trade names” in the Lanham Act" is broad enough to include 
corporate names. Corporate names are a matter of state corporation law, but in so 
far as use of a corporate name affects or is affected by a trade-mark or trade name in 
commerce within the meaning of the Lanham Acct, the provisions of the Lanham 
Act will control. The Lanham Act, by affording protection for trade names,’'® 
protects corporate names, and prior users of trade names or trade-marks are protected 
against subsequently adopted similar corporate names on several grounds. 

In the first place, the common law afforded protection against corporate names 
which might cause confusion or mistake or deceive purchasers.*® In addition, the 
Lanham Act provides that trade names shall be protected, and federal power to 
enjoin use of particular corporate names as competitive devices has been clearly 
established.!2° As stated by Mr. Justice Murphy, the Federal Government _ 


. may compel changes in the voting rights and other privileges of stockholders. It 
may order divestment or rearrangement of property, it may order the reorganization or 
dissolution of a corporation. In short, Congress is completely uninhibited by the com- 
merce clause in selecting the means considered necessary for bringing about the desired 
conditions in the channels of interstate commerce.!?? 


111 See notes 53 and 55 supra. 
112 See note 86 supra. 
113 See notes 24 and 25 supra. 
114 Nippert v. Richmond, 327 U. S. 416 (1946). See also Coca-Cola Co. v. State, 225 S. W. 791 
(Tex. Civ. App. 1920). 
115 Coca-Cola Co. v. Stevenson, 276 Fed. toro (D. C. Ill. 1920). See also Gibbons v. Ogden, 9 
Wheat. 1 (U. S. 1824). , 
116 69 Srar. 427, 15 U. S. C. note following §1051 (1946). 
“7 See note 56 supra. 
18 See note 65 supra. 
4° CyaRLEs BurKE Extiorr, A TREATISE ON THE Law OF PrivaTE CorPoRATIONS 43, 44, 45 (1923). 
129 Federal Trade Commission v. Pure Silk Hosiery Mill, 3 F. 2d 105 (C. C. A. 7th 1924). 
181 American Power & Light Co. v. Securities and Exchange Commission, 329 U. S. 90, 99 (1946). 
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If the power of Congress extends to reorganization or dissolution of a corporation 
created by the state, a fortiori it extends to protecting or enjoining the use of a 
particular corporate name. 

Prior to passage of the Lanham Act, there was nothing to detract from the juris- 
diction of state courts over actions involving trade-marks or unfair competition,’ 
and the Lanham Act makes no change in this regard. However, the Lanham Act 
and decisions of the federal courts construing it will be binding upon state courts 
in cases involving unfair competition within the scope of the Act. For example, a 
state court will be obliged to give to a certificate of registration the evidentiary 
value provided in the Lanham Act,'** and to afford against unfair competition re- 
lief which would be “effective” in accordance with the decisions of the federal 
courts.)4 

The extent of this change is in some instances radical and striking. Instead of 
the federal courts sitting in Illinois being bound by the obsolete Illinois rule that 
“passing off” is the only actionable form of unfair competition,’*® the courts of 
Illinois will be obliged to apply the more modern, more flexible federal rule that 
interference with the right to conduct a lawful business is actionable.'*® 

Even in cases which are wholly local, the probability is that state courts will 
apply the law of unfair competition as it is applied in the federal courts. State 
courts are obliged to apply that law in cases involving citizens of other states, and 
to deny their own citizens the same rights would be a discrimination in favor of 
outsiders. Such rulings would be at once unfair, unrealistic, and impolitic. 


V 
PRESERVATION OF Existinc RIcHTs 


Prior to the effective date of the Lanham Act, common-law trade-mark rights 
were, in the absence of conflicting rights of others, coextensive with the use made 
of the mark. The Act of 1905 preserved common-law rights whether existing 
at the time of the Act or acquired thereafter.” Not infrequently, different persons 
owned identical marks for identical goods in different parts of the United States,!** 
and it is probable that there are many marks which are used—and therefore owned 
—for marketing areas confined to one or a few states. Such trade-mark rights, 
however limited geographically or otherwise, are none the less property rights'” 
entitled to recognition and protection. 

122 There is nothing in the federal law of trade-marks comparable to the law relating to patents. See 
28 U. S. C. §371. 

123 6 Strat. 438, 15 U. S. C. §1115 (1946). 

124, S. Consr. Art. VI. 

125 See notes 37 and 87 supra. 

126 See note 90 supra. 

127 33 Srat. 730 (1905), 15 U. S. C. §103 (1946). 

128 Hanover Star Milling Co. v. Metcalf, 240 U. S. 403, 413 (1916); United Drug Co. v. Rectanus, 


238 U. S. 90, 97 (1918). 
12° Hanover Star Milling Co. v. Metcalf, supra. 
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The Lanham Act provides that “Registration of a mark on the principal register 
provided by this Act or under the Act of March 3, 1881, or the Act of February 20, 
1905, shall be constructive notice of the registrant’s claim of ownership.”"*° Such 
registration is evidence of the “registrant’s exclusive right to use the registered 
mark”!*! in “all commerce which may lawfully be regulated by Congress.”"*? 
Thus the Act gives a registrant at least pre-emptive trade-mark protection throughout 
the United States’®* and makes the registration notice of that fact. For this reason 
it is substantially impossible, since the effective date of the Lanham Act, to acquire 


local rights in conflict with a registered mark, even in an area not yet invaded by the 


registrant.1*# 


There is no constitutional difficulty in legislation which prevents future con- 
flicting local trade-mark rights; but in providing national legislation Congress 
could not constitutionally destroy existing trade-mark rights.*° To avoid this con- 
stitutional difficulty, the Act preserves pre-existing trade-mark rights by providing 
that “Nothing herein shall adversely affect the right or the enforcement of rights 
in marks acquired in good faith prior to the effective date of this Act.”48° In 
addition to this general preservation of trade-mark rights, the Act offers specific 
benefits and protection for certain types of pre-existing rights’*’ and protects such 
rights from the effects of even incontestable registrations.*** 

Where different persons had rights in identical marks for identical goods in 
different parts of the United States, the rights of each such person in its own mark 
were coextensive with the territory in which the mark was used; but only the first 
user could register under the Act of 1905.4*° Even when a mark was registered 
under the Act of 1905, a subsequent user could, by use of a mark identical with a 
registered mark, obtain rights in such mark in territory in which the registrant had 


not used his mark.'*° 
In maintaining the exclusive features of pre-existing trade-mark rights, the Lan- 


ham Act preserves the common-law rights of trade-mark owners against infringe- 


189 69 SraT. 435, 15 U. S. C. §1072 (1946). 

131 69 Stat. 438, 15 U. S. C. §1115 (1946). The certificate of registration is prima facie evidence 
of this right if the mark is not incontestable. 60 Star. 438, 15 U. S. C. §1115(b) (1946). 

182 69 Stat. 443, 15 U. S. C. §1127 (1946). 

188 March, supra note 69, at 957. 

18¢'The right to continue to use such a local mark could be secured by laches or estoppel, since 
Section 34 provides for the granting of injunctions “according to the principles of equity.” However, 
such a local use could not support even concurrent registration since a concurrent registration of a mark 
must be based upon “concurrent lawful use thereof in commerce prior to any of the filing dates of the 


applications involved.” Sec. 2(d). 

185 Uy, S. Const. AMEND. V. 

186 6> Srat. 427, 15 U. S. C. note following §1051 (1946). 

197 Concurrent registrations. 60 Star. 428, 15 U. S. C. §1052(d) (1946). 

488 60 Srat. 438, 15 U. S. C. §1115(b)(5) (1946). The wording of this section is not entirely clear. 
See Diggins, The Lanham Trade-Mark Act, 37 T. M. Rep. 36 (1947). But the ambiguity should present 
no particular difficulty when construed in the light of Sec. 49. See also Sec. 33(b)(6), 60 Srat. 438, 
15 U. S. C. §1115(b)(6) (1946). 

28° Act of 1905, 33 STAT. 725 (1905), as amended, 43 Srar. 647 (1924), 15 U. S. C. §85 (1946). 

149 United States Printing and Lithographing Co. v. Griggs, Cooper & Co., 279 U. S. 156 (1929). 
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ment. Even registered marks which are otherwise incontestable may infringe “a 
valid right acquired under the law of any State or territory,”!*" and if a registered 
mark which is otherwise incontestable may infringe such a right, @ fortiori a mark 
which is not incontestable might also infringe. In such a situation, the acquisition 
and validity of the right, since its existence depends upon state or territorial law, 
would necessarily be determined in accordance with that law. The issue of in- 
fringement however, involves interpretation of the Lanham Act since determination 
of the “extent” of infringement determines the extent of incontestability.’*” 

The Lanham Act affords additional protection for existing common-law rights 
by providing that where limited marks have been used concurrently, both may be 
registered so long as each is limited to its previous use.’** Such concurrent registra- 
tions may be granted only when continued use of the marks is unlikely to cause 
confusion, mistake, or deceit of purchasers, and the registrations must contain 
“conditions and. limitations” necessary to maintain such distinctions.** The evi- 
dentiary effect of such concurrent registrations is limited by such “conditions and 
limitations,”"*° and presumably the constructive notice effect’*® is similarly limited. 

Concurrent-use registrations under the Lanham Act in effect preserve the ex- 
clusive features of certain pre-existing trade mark rights; but in addition, the Act 
provides for continuation of pre-existing rights to use marks. The exclusionary 
right is somewhat limited, but the defensive right as against registered marks which 
have not become incontestable is quite broad. Against registered marks which are 
not incontestable an infringer may rely upon “any legal or equitable defense or 
defect which might have been asserted if such mark had not been registered.”**7 
The Act does not specify what constitutes a “legal or equitable defense or defect,” 
but the determination whether particular facts constitute a “defense or defect” within 

141 Sec. 15, 60 Stat. 433, 15 U. S. C. §1165 (1946). 

4423'To leave the issue of infringement of state or territorial marks to state or territorial law would 
destroy the uniformity which the Lanham Act seeks. For example, there could be trade-mark . rights 
in two states antedating the registered mark. If one of the two states follows a strict “passing off” 
theory of infringement and the other follows the “dilution” theory (Tiffany & Co. v. Tiffany Productions, 
Inc., 262 N. Y. 482, 188 N. E. 80 (1932)), a registered mark might “infringe” to a different extent in 
each state and hence, under §15 of the Lanham Act, be “incontestable” to a different extent in each of 
the two states, 

143 Secs, 2(d), 7(a), 60 Srar. 428, 15 U. S. C. §1052(d), 60 Srar. 430, 15 U. S. C. §1057(a) (1946). 
See Diggins, The Lanham Trade-Mark Act, 37 T. M. Rep. 305 (1947). The Act does not in terms 
limit concurrent registrations to territorially limited marks and indicates that marks which differ as to 
“mode or place of use” or goods may be registered concurrently. Sec. 2(d). However, differences in 
mode of use or goods would make confusion, mistake, or deceit of purchasers unlikely, and the Patent 
Office in acting upon applications for registration is apparently construing the concurrent-use provisions 
of the Lanham Act as differing from prior law only in permitting concurrent registrations of marks used 
in different territories. Derenberg, The Lanham Act of 1946, Practical Effects and Experiences After 
One Year's Administration, 38 T. M. Rep. 831, 849 (1948), states: “The basic idea of Sec. 2(d) ... 


was to permit registration of marks concurrently used in different parts of this country ...” See also Hal- 
liday, Geography of Trade-Marks, Concurrent Use and Registrations (Practising Law Institute Lecture, Dec. 
4, 1947.) 

144 Sec, 2(d). 

145 See note 132 supra. See also Sec. 7(b), 60 Star. 430, 15 U. S. C. §1057(b) (1946). 

146 Sec, 22. See note 130 supra. 

47 60 Srar. 438, 15 U. S. C. §1115(a) (1946). 
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the meaning of the Act involves construction of a federal statute and is therefore a 
matter for the independent judgment of the federal courts."** 

There may be some question whether recourse to state law would be necessary 
in the case of some types of “defect.” Prior to the effective date of the Lanham Act, 
acquisition of trade-mark rights “rested upon the laws of the several states.”* 
If the defect relied upon were a defect in the acquisition, it would seem to be 
essential to examine the law of the state under which the mark was acquired to 
determine whether the acquisition was in fact defective. 

As pointed out above, valid local rights acquired prior to publication of a 
registered mark are effective against the “right of the registrant to use” such mark,’ 
and such local rights also constitute a defense against “the registrant’s exclusive 
right to use”!®! such mark even though the registration may have become incontest- 
able. This defensive effect of such marks is, unlike the exclusionary effect described 
above,!** a matter of federal rather than state law. The Lanham Act specifies the 
conditions under which and the extent to which such local marks constitute a de- 
fense against an incontestable registration, so that the defense involves interpretation 
and application of the Act itself. 

VI 


Unrair ComPETITION 


The establishment of a substantive federal law of unfair competition does not 
present the same constitutional difficulty as a substantive federal law of trade-marks 
because, while trade-mark infringement is a species of unfair competition, specialized 
legal rules and concepts have been developed for the protection of trade-marks.'®* 
Even local trade-marks are property which Congress cannot constitutionally destroy; 
but while one may have a right to compete with another, no one has or can have 
a vested right to compete unfairly. From time to time federal laws’®* have pro- 
hibited various forms and types of unfair competition,’ and the prohibitions of 
these laws have been effective even in instances where most or all of the acts con- 
stituting the prohibited practice have preceded the effective date of the federal law.1** 

The Lanham Act merely makes unfair competition a matter of federal law and 
leaves it to the federal courts to determine what competitive acts, conduct, or prac- 


448 Jerome v. United States, supra note 83. 

*49 American Trading Co. v. Heacock Co., 285 U. S. 247, 258 (1932). 

159 Sec. 15. 60 STAT. 433, 15 U. S. C. §1065 (1946). 

151 Sec, 33. 60 StaT. 438, 15 U. S.C. §1115 (1946). 

289 Sec, 33(b)(5). 60 Srat. 438, 15 U. S. C. §1115(b)(5) 1946. 

*°8 “The infringement of a trade-mark, for instance, is conceived as an invasion of property... . 
Unfair competition, on the other hand, cannot be placed on the plane of invasion of property right. This 
tort is strictly one of fraud, and a fraudulent intent or its equivalent is essential to liability.” I Tromas 
ATKINS STREET, THE Founpations oF Lecat LiaBiLity 421 (1906). 

*8¢ The principal examples are the Sherman Act, 26 Stat. 209 (1890), as amended, 15 U. S. C. §1 
(1946); the Clayton Act, 38 Strat. 730 (1914), 15 U. S. C. §12 (1946); and the Federal Trade Com- 
mission Act, 38 Stat. 717 (1914), as amended, 15 U. S. C. §41 (1946). 

485 Handler, Unfair Competition, 21 Iowa L. Rev. 175, 214 et seq. (1936). 

48° Cf. United States v. Pullman Co., 64 F. Supp. 108 (E. D. Pa. 1946). 
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tices are “unfair.” The Act does not in terms prohibit or make actionable acts or 
practices which were lawful when done, but, in effect, provides that there shall be a 
uniform federal law of unfair competition. Unfair competition is actionable at 
common law,’*? and a change in the scope of actionable unfair competition by 
judicial decision, even though retrospective in effect, would not be unconstitu- 
tional.’ 

VII 


CoNCLUSION 


The Lanham Act provides a uniform federal law of trade-marks and unfair 
competition which is controlling in all cases and situations affecting interstate or 
foreign commerce. The ever-expanding judicial concept of the commerce power 
of Congress makes the Act effective in substantially all trade-mark and unfair 
competition cases without recourse to state law. The Act eliminates most of the 
effects of the Erie decision in trade-mark and unfair competition cases, and thereby 
eliminates the uncertainty and confusion which resulted from the application of 
state law. 

So far as trade-marks are concerned, the Lanham Act recognizes, preserves, and 
protects trade-mark rights existing at the effective date of the Act. To a limited 
extent, these rights necessitate recourse to the laws of the states under which such 
rights exist. However, as time passes, trade-mark rights existing at the effective 
date of the Act will probably either fall into disuse or qualify for registration and be 
registered under the Lanham Act. The Act is so drafted that, after a relatively few 
years, it may be expected that the state law of trade-marks and unfair competition 
will be of little more than historical interest. 


157 Handler, supra note 155, at 179 ef seq. 
158 Cf. United States v. General Electric Co., 80 F. Supp. 989 (S. D. N. Y. 1948). 








INCONTESTABILITY 
Casper W. Ooms* anp Georce E. Frost} 


“Incontestability”! is a term of art new to the law of trade-marks. Although the 
roots of the underlying concept may be traced in the judicial decisions and foreign 
trade-mark laws, and analogous doctrines may be found in almost any other field of 
the law, the quantity of comment on the “incontestability” provisions of the 1946 
Trade-Mark Act indicates that they are generally considered a major point of de- 
parture from the prior trade-mark statutes. Until definitive judicial decisions and 
Patent Office practices have been built up around the concept of “incontestability,” 
its metes and bounds can be indicated only in the broadest sense. Nevertheless, 
even this broad outline may serve a useful purpose in pointing the directions in 
which the decisions on “incontestability” may go and in emphasizing the frequently 
overlooked relationship of the new concept to what has gone before. 

Seldom does a new concept enter the law without the accompaniment of ex- 
tremist views. The “incontestability” provisions of the 1946 Trade-Mark Act are 
no exception, for they have been applauded,? criticized,’ and, by some, considered 


* LL.B. 1927, University of Chicago. Member of the Illinois bar. United States delegate to London 
Conference on German Owned Patents, 1946. Formerly Commissioner of Patents. Author, FEDERAL 
Taxes IN PATENT ACCOUNTINGS (1930); OUTLINE OF FEDERAL APPELLATE ProcepureE (1938). 

+ B.S. 1940, Illinois Institute of Technology; J. D. 1945, George Washington University. Member 
of the Illinois bar. 

?“Incontestability” is set off by quotation marks because of the technical meaning of the word 
in the 1946 Trade-Mark Act. As is discussed later, this meaning deviates from the dictionary meaning 
of the term. : 

* For an extreme (though somewhat misleading) view of the benefits of incontestability, see Modern 
Industry, Sept. 15, 1946, p. 158. The following is taken from that publication: 

“1. What’s the most important benefit of the Lanham Act? 

“Incontestability. And this is something that trade-mark users never had before. By getting 
your mark on the Register at the Patent Office for five years you can get exclusive ownership of the mark 
for use throughout the U. S. In this five-year period, any person who believes he may be damaged by 
your acquiring exclusive rights to the mark can apply for cancellation. But if no one succeeds in can- 
celing your registration, your rights to the mark are incontestable.” 

“From the standpoint of analytical evaluation the incontestability clause endows the trade-mark 
as a juridical institution with a higher conceptual standing than it had before. It can hardly be denied 
that there is no distinction between an incontestable, exclusive right and a property right so that the 
new Act implicitly demonstrates Congressional willingness to recognize the trade-mark as a property 
right. The exceptions to which this clause is subjected do not detract from this highly salutary result. 
They are nothing more than the usual limitations imposed upon every property right: the existence 
of its material svbstratum and the legality of its use.” Callmann, The New eres Act of July 
5, 1946, 46 Cor. L. Rev. 929, 940-941 (1946). 

It is significant that so eminent an authority as Harold G. Fox has recommended adoption of an 
incontestability provision in the Canadian trade-mark law along the lines of our 1946 Act or of Section 
41 of the British Act of 1905 (see REPORT oF PROCEEDINGS, TWENTY-FIRST ANNUAL MEETING OF THE 
Parent INsTITUTE OF CANADA 25 (1947)). 

* Perhaps the most critical analysis of the act is Williamson, Trade-Marks Registered under the 
Lanham Act Are Not “Incontestable,’ 37 T. M. Rep. 404 (1947). Williamson takes the position that 
the incontestability concept is so riddled with exceptions as to be not only useless but misleading as 
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mainly a codification of existing law.* More moderate critics have recognized that 
there is “real substance” in the concept, although it is weaker than the name implies.® 
Probably all of these views are premature, for no real appraisal of the concept can 
be made until it has stood the test of time. Only after practical situations involving 
incontestability have arisen and have reached the courts and the Patent Office in 
sufficient numbers to give a good cross-section of the problems associated with the 
concept will there be any basis upon which final conclusions as to this phase of the 
new Trade-Mark Act can be made. Unfortunately, there is no prospect of such 
decisions until after July 5, 1952, when marks conceivably registered on the day 
the Act became effective first become eligible for incontestability.® 

The term “incontestability” as used in the 1946 Trade-Mark Act is a misnomer. 
As it appeared in early versions of the Act, the designation had a reasonable degree 
of accuracy, for at that time the right afforded the registrant was just what the 
name implies—freedom from all defenses of infringers and from possible Patent 
Office cancellation.? But it was a long pull from these first drafts to the final Act. 
Each step necessarily involved progressively increased restrictions on the scope of 
the concept as more and more situations arose in which critics of the proposed 
legislation urged that exceptions should be drafted into the Act. Support for pas- 
sage of the legislation demanded introduction of such exceptions.® The rights were 
changed but the name was not, with the consequence that we now have the desig- 
nation of “incontestability” applied to a somewhat limited and restricted concept 
which cuts off a few specific defenses to trade-mark infringement suits and limits 
the use of certain grounds for bringing Patent Office cancellation proceedings, with- 
out affecting a rather large number of defenses and reasons for cancellation specif- 
ically set forth in the statute. 

The fact is frequently overlooked that judicial and legislative treatment of 
trade-mark rights has been far behind developments in other fields of the law as 


well. ‘See note 26 infra. See also Robertson, Legal Ambush under the Lanham Act, Chicago Daily Law 
Bulletin, beginning April 28, 1947. 

“See Digges, The Lanham Act, Printers Ink, Nov. 29, 1946, p. 30. 

® See DapHNne Rosert, THE New TraDe-MarK MANuAL 133 (1947); and Derenberg, The Status of 
Existing Trade-Mark Registrations under the New Trade-Mark Act of 1946, 3 Foop, Druc anp CosMETICc 
Law QuarTERLy, 270, 276 (1948). 

* The 1946 Act was approved July 5, 1946, but its effective date was July 5, 1947. The Hawkes 
Bill (S. 1919, 80th Cong., 1st Sess. (1947)), provides that no incontestable right shall be acquired 
before July 5, 1954, but the bill died with the Eightieth Congress. A similar change has been ap- 
proved by the House of Delegates of the American Bar Association (see 33 A.B.A.J. 477 (1947)), the 
purpose being to avoid a race for incontestability. 

TH. R. 9041, 75th Cong., 3d Sess. (1938), §§13 and 14, in substance provided that a properly 
registered mark not previously abandoned could not be canceled or otherwise attacked for any reason 
after five years. 

* A synopsis of the progressive change in the Act through successive versions is given in ROBERT, 
op. cit. supra note 5, at 133. The most significant of these changes is that in Section 33(b)(7), 60 
Star. 438, 15 U.S.C. §1115(b)(7) (1946), making it a defense to an infringement suit to show that 
a mark is used to violate the antitrust laws. This last-minute change has generally been regarded as 
casting a very serious cloud over the value of any “incontestable” mark, although in fact it does not have 
the reach which most critics have read into it, and if it did it would be merely a statutory expression 
of a most elementary principle of the rule of equity known as the doctrine of “unclean hands.” 
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regards the right of a party to sleep on his rights and subsequently to use those 
rights to the detriment of another. Statutes relating to adverse possession of real 
property may be traced long years back into the common law, and it is hornbook 
law that the owner of realty may not sit idly by and let another use the property, 
innocently or otherwise, for an indefinite period of time and then at his pleasure 
shake down the intruder by effective threats of legal action. Statutes requiring pur- 
chasers of land to record their conveyances as a condition precedent to good title 
against subsequent purchasers without notice are even more analogous to the “in- 
contestability” provisions of the trade-mark act. We do not speak of the right of 
the adverse possessor or recorded owner as having acquired “incontestability,” but 
it is a form of incontestability and rights of this kind in realty are “incontestable” 
to a far greater degree than the rights afforded in the Trade-Mark Act. 

In many respects, the judicial and Patent Office approach to trade-mark rights 
has failed to recognize that the same considerations governing statutes of limita- 
tions and recording of deeds of real property demand a similar approach to trade- 
marks. The standard example of this myopic attitude is that of the White House 
Milk case,® where the registered trade-mark “White House,” applied to milk, was 
canceled after more than twenty years of use. There the Patent Office reviewing 
court, following its own prior decisions and decisions of the Patent Office, held 
that the term “at any time,” as used in the 1905 Trade-Mark Act with reference to 
cancellation, barred the equitable defense of laches in such -a proceeding. Thus 
judicial approval was bestowed upon a non-registering trade-mark user who knew of 
the trade-mark use of the registrant for many years and who suddenly decided to 
cancel the registered mark without any reason for so doing that was not available 
many years before. A weapon of this kind in the hands of the unscrupulous hardly 
contributes to promotion of honest industry.1° 

It is true that trade-mark infringement suits are traditionally brought in courts 
of equity, where the equitable defense of laches may be raised, and that judicial 
discretion accordingly tempers the harsh decisions that might otherwise evolve. 
But even here the protection afforded the innocent registrant who builds up good 
will about his mark leaves much to be desired, since in the absence of knowledge 
there can be no laches and even in the presence of knowledge the discretionary na- 
ture of the defense precludes the degree of certainty that should be possible in con- 
nection with trade-mark rights.1! In related fields of law, such as that of real prop- 


® White House Milk Products Co. v. Dwinell-Wright Co., 111 F. 2d 490 (C.C.P.A.1940). It is 
significant that a court subsequently refused to enforce the mark upon which cancellation was based, 
on the ground of laches. Dwinell-Wright Co. v. White House Milk Products, 132 F. 2d 822 (C.C.A. 
2d 1943). 

*°'Practitioners in the field of trade-mark law frequently experience situations wherein an early 
user of a desirable mark maintains his use of the mark but otherwise sits idly by while a large organi- 
zation at much expense builds up good will in it. The latter thereafter is forced to buy out the early 
user on his terms or risk loss of the entire investment. 

For criticism of the 1946 Act based on the possibility of similar use of a mark registered under the 
1946 Act, see Robertson, supra note 3. 

11 Moreover, laches is a dangerous defense in a trade-mark suit, for the defense, when sustained, may 
lead to loss of rights in both marks. See Harry D. Nims, UNFAIR COMPETITION AND TRADE-MARKS 


1289 (4th ed. 1947). 
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erty, a judicial yardstick for an evaluation of the permissible delay has been supplied 
by statutes of limitations and has resulted in a tolerable degree of certainty. Re- 
cording statutes have likewise specified definite time limitations within which ad- 
verse claimants must speak. In trade-mark infringement the only yardstick is the 
individual judge’s sense of discretion, and that varies with every judge in every 
court. 

The legislative history of the 1946 Trade-Mark Act affords ample substantiation 
for the view that the incontestability concept was predicated on the basic philosophy 
that there is a time when trade-mark rights should be definitely fixed. After a 
deviation during the early stages of consideration of the Act, this time was set at 
five years,!* provided the registrant fulfills certain conditions directed to the protec- 
tion of other users. These conditions, set out specifically in Section 15 of the Act,1* 
require, inter alia, that the mark be on the principal register for at least five years 
and that an affidavit of at least five years’ continuous use be filed with the Patent 
Office. These conditions are dictated by the basic necessity of exclusive use as a 
vital prerequisite to acquisition of any trade-mark rights, so that we in effect have 
a five-year period during which adverse rights must be asserted, subject to statu- 
tory provisions directed to the establishment of the existence of the trade-mark 
rights. While the protection so defined is qualified, it nevertheless brings the trade- 
mark law at least one step closer to the concepts of property law generally. 

Not only can the origins of the 1946 Trade-Mark Act be traced to analogous con- 
cepts in other fields of law, but directly analogous provisions can be found in the 
laws of England.1* These provisions were first introduced in Section 3 of the British 
Act of 187515 and have remained in the British law ever since, despite legislative 
changes and judicial decisions which have tempered the original broad language 
to a restricted concept of considerably less scope than the “incontestability” pro- 
vided for in the 1946 Trade-Mark Act. 

Briefly, Section 3 of the British Act of 1875 and Section 76 of the Act of 1883'° 
provided that registration was conclusive evidence of the right of the proprietor to 
the exclusive use of the mark after the expiration of five years following registra- 
tion. However, the courts greatly limited the significance of these broad provisions 
by holding that an application for “rectification of the Register” could be sustained 


72Ten years was the time provided in H. R. 102, 77th Cong., 1st Sess. (1941), §§14 and 15. 

* 18 «xcept on a ground for which application to cancel may be filed at any time under subsections 
(c) and (d) of section 1064 of this title, and except to the extent, if any, to which the use of a mark 
registered on the principal register infringes a valid right acquired under the law of any State or 
Territory by use of a mark or trade name continuing from a date prior to the date of the publication 
under this chapter of such registered mark, the right of the registrant to use such registered mark in 
commerce for the goods or services on or in connection with which such registered mark has been 
in continuous use for five consecutive years subsequent to the date of such registration and is still in 
use in commerce, shall be incontestable: Provided, . . .” 60 Strat. 433, 15 U.S.C. §1065 (1946). 

1 An excellent general discussion of the provisions of the British acts relative to incontestability 
will be found in SuppiAH VENKATESWARAN, LAW AND PRACTICE UNDER THE TRADE-Marks Act, 1940 
(1945), especially at 548. This book deals with the Indian trade-mark law but is largely based on 
British acts and their interpretation. 

25 An Act to Establish a Register of Trade Marks, 38 & 39 Vict., c. 91, §3 (1875). 

16 Patents, Designs, and Trade-Marks Act, 1883, 46 & 47 Vicr., c. 57, §76. 
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upon a showing that the mark was not properly on the register in the beginning.’* 

Section 41 of the British Act of 190578 altered Section 76 of the 1883 Act so as 
to give it substantially the scope of the present Section 13(1) of the 1938 Act.?® 
In brief, this portion of the 1938 Act now provides that a mark registered for seven 
years is deemed to be valid for all purposes, including applications for rectification 
of the Register, unless the registration (1) was obtained by fraud or (2) offends 
Section 11 of the act. Section 11 provides: 


It shall not be lawful to register as a trademark or part of a trademark any matter the 
use of which would, by reason of its being likely to deceive or cause confusion or other- 
wise, be disentitled to protection in a court of justice, or would be contrary to law or 
morality, or any scandalous design.?° 


The language of Section 11 is so broad that a literal interpretation would nullify 
the seemingly unequivocal terminology of Section 13(1).71 It is hard to conceive 
of a mark initially unregistrable that does not fall within the broad language of 
Section 11. However, the courts have made a distinction between purely geograph- 
ical names, surnames, and descriptive names which have not acquired secondary 
meaning, and other non-registrable marks. These, it is said, are not, per se, dis- 
entitled to registration, but at the same time are not registrable because of the pro- 
visions of Section 6 of the act.?? While this distinction is highly artificial, since 
geographical or descriptive names without secondary meaning are hardly entitled 
to court protection, any other construction of the Act would reduce Section 13(1) 
to a meaningless provision. 

When measured against the provisions of the British act, the “incontestability” 
of our 1946 Act is broad indeed. Yet the British act does constitute a forerunner 
of the United States act, and at least in connection with descriptive and geo- 
graphical marks forms direct precedent reflecting satisfactory experience with the 


17 Edwards v. Dennis, 30 Ch. D. 454 (1885); In re J. B. Palmer’s Trade-Mark, 24 Ch. D. 504 
(1883); Jackson & Co. v. Napper (Re Schmidt's Trade-Mark), 4 Rep. Pat. Cas. 45 (1887). An appli- 
cation for “rectification of the Register” corresponds to a cancellation proceeding under the United 
States law (compare §32 of the British Trade Marks Act of 1938 with §14 of the United States Trade- 
Mark Act of 1946). 

28 Trade Marks Act, 1905, 5 Epw. VII, c. 15, §41. 

2° Trade Marks Act, 1938, 1 & 2 Geo. VI, c. 22, §13(1). 

mr ad., $11. 

#1 “Tn all legal proceedings relating to a trade-mark registered in Part A of the register (including 
applications under section thirty-two of this Act) the original registration in Part A of the register of 
the trade-mark shall, after the expiration of seven years from the date of that registration, be taken 
to be valid in all respects, unless— 

(a) that registration was obtained by fraud, or 
(b) the trade mark offends against the provisions of section eleven of this Act.” 
Trade Marks Act, 1938, 1 & 2 Gro. VI, c. 22, §13(1). 

*? An illustration of this distinction may be found in Imperial Tobacco Co. v. De Pasquale and 
Co., 35 Rep. Pat. Cas. 185 (1918). There the marks “Regimental Cigarettes” and “Regimental” had 
been registered over seven years. An action was brought under the British Act of 1905 to rectify the 
Register on the ground that the words were purely descriptive and never should have been registered. 
It was held that the mere fact that the marks were unregistrable under Section 9 of the 1905 Act 
because of descriptiveness did not offend Section 11 of that Act. The application was accordingly 
denied. 
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concept. Moreover, the British experience with the 1875 and 1883 acts is at least 
some evidence that unqualified incontestability is probably unworkable. 

The statutory definition of incontestability arises in connection with cancellation 
of registered trade-marks in Patent Office proceedings.?* The statutory language is 
broad, but contains a critical exception covering grounds “for which application to 
cancel may be filed at any time under subsections (c) and (d) of Section 14.” The 
former excepted subsection provides for cancellation of trade-marks generally because 
(1) the mark has been abandoned, (2) the registration was obtained fraudulently, 
(3) the registered mark has been assigned and is used by the assignee or with his 
permission in such a manner as to misrepresent the source of the goods, and a 
number of other less significant reasons.2* The latter excepted subsection covers 
certification marks and recites reasons for cancellation peculiar to these marks.?® 

The rather lengthy numerical list that can be made of exceptions to Patent Office 
cancellation proceedings on “incontestable” marks leaves the impression that the 
provision in fact gives little protection to the registrant.?° This feeling is exaggerated 
when an effort is made to list the bases of cancellation definitely foreclosed by incon- 
testability, as these include only that the mark is descriptive, geographical, or a sur- 
name, or that it is confusingly similar to the petitioner’s previously adopted mark. 

While the imbalance in numbers between the reasons for cancellation specifically 
exempted from the “incontestability” provisions and those not so exempted has 
been seized upon by some as a basis for the position that incontestability is of little 
value, there is reason to doubt that this will turn out in fact to be true. Cancel- 
lation proceedings are typically brought because the petitioner is using a mark 
similar to that of the registered mark on a class of goods with which the registered 
mark creates confusion and because the petitioner can establish a prior use of that 

2360 Srat. 433, 15 U.S.C. §1065 (1946). 

**“At any time if the registered mark becomes the common descriptive name of an article or 
substance on which the patent has expired, or has been abandoned or its registration was obtained 
fraudulently or contrary to the provisions of section 1054 of this title or of subsections (a), (b), or 
(c) of section 1052 of this title for a registration hereunder, or contrary to similar prohibitory provi- 
sions of said prior Acts for a registration thereunder, or if the registered mark has been assigned and 
is being used by, or with the permission of, the assignee so as to misrepresent the source of the goods 
or services in connection with which the mark is used, or if the mark was registered under the Act of 
March 3, 1881, or the Act of February 20, 1905, and has not been published under the provisions of 
subsection (c) of section 1062 of this title.” 60 Srar.. 433, 15 U.S.C. §1064(c) (1946). 

?5“At any time in the case of a certification mark on the ground that the registrant (1) does not 
control, or is not able legitimately to exercise control over, the use of such mark, or (2) engages in 
the production or marketing of any goods or services to which the mark is applied, or (3) permits the 
use of such mark for other purposes than as a certification mark, or (4) discriminately refuses to 
certify or to continue to certify the goods or services of any person who maintains the standards or 
conditions which such mark certifies. 

“PROVIDED, That the Federal Trade Commission may apply to cancel on the grounds specified 
in subsections (c) and (d) of this section any mark registered on the principal register established by 
this chapter, and the prescribed fee shall not be required.” 60 Star. 433, 15 U.S.C. §1064(d) (1946). 

*° Williamson, supra note 3, lists twenty-one exceptions to “incontestability” by reviewing the statu- 
tory language and listing separately each exception. However, the resultant list contains many over- 
lapping exceptions to “incontestability.” Moreover, it is doubtful that the listed exceptions will prove to 
have the significance apparently attributed to them, particularly when compared to the significance of 
the defenses not within the exceptions. 
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mark. While no comprehensive figures appear to be available on the subject, it is 
likely that this basis of cancellation accounts for the great majority of the cancel- 
lation proceedings.?* For this reason alone it seems unlikely that any conclusion 
drawn from the numerical weight of the excepted reasons for cancellation as com- 
pared with those not excepted will support the argument that “incontestability” 
is as ineffective as some of its critics have contended. 

The statute properly differentiates the effect of “incontestability” in trade-mark 
infringement suits from its effect in cancellation proceedings. Specifically, the ac- 
cused infringer is entitled to raise four additional defenses: (1) that the use charged 
to infringe is a use, otherwise than as a trade or service mark, of the party’s indi- 
vidual name in his own business or that of his privy, or of a term or device which 
is descriptive of and used fairly and in good faith only to describe to users the 
goods or services of such party, or their geographical origin;?® (2) that the in- 
fringing mark was adopted without knowledge of the registrant’s prior use and has 
been continuously used from a date prior to publication of the registered mark;?° 
(3) that the infringing mark was registered and used prior to the publication of 
the registrant’s mark and has not been abandoned;*° and (4) that the mark “has 
been or is being used to violate the antitrust laws.”81 Admittedly these additional 
defenses fortify the arsenal of the defendant, but again there is reason to believe 
that their ultimate influence on the value of “incontestability” will not be as great 
as some commentators have predicted. 

Upon superficial reading, the first additional defense accorded an accused in- 
fringer of an “incontestable” mark might seem to cover all descriptive and geo- 
graphical trade-mark uses, together with the use of individual names. However, 
the Act specifically limits the scope of this defense to uses “otherwise than as a 
trade or service mark” and, in the case of descriptiveness or geographical signif- 
icance, the mark must be used “in good faith only to describe to users the goods 
or services of such party, or their geographic origin.” This is a personal defense 
by which the defendant can demonstrate only that Azs use of the mark is not a trade- 
mark use and, in addition, comes within the ambit of one of the other portions of 
the section. This is, of course, an entirely different undertaking from demonstrat- 

87 A guide to the relative importance of the various reasons for cancellation can be obtained by 
tabulating the reported appeals within the Patent Office. During the year 1946 (Vols. 68, 69, 70, 


and 71, U.S.P.Q.) for example, the cancellations involved in appeals to the Commissioner were 
sought on the following. grounds: 
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Admittedly this tabulation is inadequate for statistical purposes, but it does indicate that the reasons 
for cancellation foreclosed by incontestability will prove to be significant. 
® Section 33(b)(4), 60 Star. 438, 15 U.S.C. §1115(b)(4) (1946). 
"Section 33(b)(5), 60 Star. 438, 15 U.S.C. §1115(b)(5) (1946). 
®° Section 33(b)(6), 60 Strat. 438, 15 U.S.C. §1115(b)(6) (1946). 
** Section 33(b)(7), 60 Star. 438, 15 U.S.C. §1115(b)(7) (1946). 











INCONTESTABILITY 227 


ing that the plaintiff's mark is the name of a person, or has descriptive or geograph- 
ical significance. Moreover, the effect of the defense is personal and does not re- 
sult in invalidity of the mark. 

The second two exceptions listed above are directed to the protection of the 
innocent user. However, both are restricted by the critical limitation that they 
“shall apply only for the area in which such continuous prior use is proved” or 
the area of use prior to the date of publication of the allegedly infringed mark.5? 
Realistic evaluation of the significance of these provisions would indicate that they 
are directed to avoidance of an enlargement of the trade-mark rights because of 
incontestability rather than a limitation on incontestability as such. It is difficult 
to see why a trade-mark user in a limited area prior to registration of the alleged- 
ly infringed mark should be stopped from this limited use by one who has registered 
the mark on the basis of use in an entirely different area. Such an attempted ex- 
tension of the rights of the owner of the “incontestable” mark would raise serious 
constitutional questions. 

Can a person who has one of the above defenses register the mark in his own 
right? Under the broad concurrent-use provisions of the statute it would seem that 
such registration is in fact possible to one who otherwise satisfies the statute, 
in as much as the statutory language in this respect requires only that the applicant 
have the right to exclusive use in his own territory.3* This is, of course, a rather 
obvious necessity if the Act is to provide the consistency between trade-mark regis- 
tration and trade-mark rights that it purports to introduce. Viewed differently, if 
a trade-mark user is to achieve an opportunity for a concurrent-use registration by 
reason of the situations set forth in Sections 33(b)(5) and 33(b)(6) he certainly 
should be entitled to defend a trade-mark infringement suit brought on his reg- 
istrable mark to the extent such a registration is effective. It seems difficult to criti- 
cize these exceptions to “incontestability” if concurrent uses and registrations are to 
be recognized in the statute.** 

The defense to an “incontestable” mark that it “has been or is being used to 
violate the antitrust laws of the United States” has been the source of considerable 
comment and has given rise to differences of opinion as to the rights of the trade- 
mark owner in such a situation. The provision was inserted at the last minute 
before passage of the Act in response to those who argued that the Act would lead 


®2 Notes 29 and 30, supra. 
88« |, the Commissioner may register as concurrent registrations the same or similar marks to 


more than one registrant when they have become entitled to use such marks as a result of their concur- 
rent lawful use thereof prior to any of the filing dates of the applications involved and the Com- 
missioner or the court on appeal determines that confusion or mistake or deceit of purchasers is not likely 
to result from the continued use of said marks under conditions and limitations as to the mode or 
place of use or the goods in connection with which such registrations may be granted, which con- 
ditions and limitations shall be prescribed in the grant of the concurrent registrations thereof .. .” 
Trade-Mark Act of 1946, §2, 60 Stat. 428, 15 U.S.C. §1052(d) (1946). 

*Tt should be noted, however, that a concurrent-use registration demands a finding that there will 
be no confusion or deceit of purchasers. Such a finding is unnecessary to sustain the defenses of Sec- 


tions 33(b)(5) and 33(b)(6). 
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to future antitrust violations.*® As is typical of such tardy statutory changes, this 
portion of the Act leaves something to be desired by way of clarity, and little in- 
formation can be found in the Congressional history of the Act relating to this 
provision. 

Extreme views have been taken in connection with the antitrust defense to an 
“incontestable” mark,3® and it has even been suggested that a registrant having 
a valid 1905-Act mark should deliberately refuse to republish under the new Act 
and to procure “incontestability,” to avoid difficulties in this regard. In the opinion 
of the authors, there is little justification for the latter position. In the first place, 
it is doubtful that Section 33(b) contains the degree of ambiguity necessary to justify 
judicial reference to extraneous matter for interpretation. The statute specifically 
states that “if the right to use . . . has become incontestable . . . the certificate shall 
be conclusive evidence of the registrant’s exclusive right to use . . . except when 
one of the following defenses . . . is established: . . . (7) That the mark has 
been or is being used to violate the antitrust laws of the United States... .” This 
apparently means just what it says: when the mark has been or is being used to 
violate the antitrust laws and that fact is proved, the certificate no longer is con- 
clusive evidence of the exclusive right to use. Nothing short of a complete re- 
construction of the wording would serve to justify the conclusion that this means 
something more, namely, that the mark is unenforceable or invalid. Its unen- 


85 The antitrust violation exception to incontestability first appeared in Sen. Rep. No. 1333 of the 
Senate Committee on Patents, dated May 14, 1946. One of the amendments proposed in the report 
comprised the insertion of the following language after what is now Section 33(b)(6): 

“(7) That the mark has been or is being used in violation of the antitrust laws of the United States.” 

This amendment was considered in conference and the terminology embodied in the Act adopted. 

°° The following passage from DERENBERG, PREPARING FOR THE NEw TRaDE-MARK Law 13 (1946), 
is indicative of the broad possibilities attributed by some to this provision of the act: 

“There is no way of telling to what extent this innocent-looking amendment may change our sub- 
stantive law of trade-marks. Would it, for instance, permit the government to intervene in a pending 
infringement action and claim that the plaintiff’s trade-mark is invalid because it is being used in vio- 
lation of the antitrust laws? If a large company like General Electric sued a deliberate infringer of 
its ‘Mazda’ trade-mark, should relief be withheld by the court merely upon the defendant’s argument 
that the trade-mark ‘Mazda’ has been the object of antitrust litigation for more than 10 years?” 

The following passage from Diggins, The Lanham Trade-Mark Act, 35 Gro. L. J. 147, 195 (1947), 
is indicative of the opposite view regarding §33(b)(7): 

“The fact that Section 33(b) limits the defenses against an incontestable mark to seven specific issues 
is possibly not conclusive. It is difficult to imagine an equity court granting injunctive relief to a regis- 
trant who comes into court with unclean hands, even though the defendant is unable to establish one 
of the seven specific defenses listed in Section 33(b). Other equitable doctrines such as laches and 
estoppel would probably also preclude injunction and damages in the case of an incontestable mark. 
However, there is always the possibility that the courts might give the Act a strict and technical con- 
struction, precluding any defense except those specifically enumerated.” 

°? This may account for the surprisingly small number of republications made under the new Act. 
This experience has, however, been attributed primarily to other factors. See Derenberg, supra note 5, 
at 274. : 

°° The position has been taken, however, that an antitrust violation is a complete bar to recovery 
for trade-mark infringement under Section 33(b)(7). The following passage from Handler, Trade- 
Marks and Anti-trust Laws, 38 T. M. Rep. 387, 395 (1948) expresses this view: 

“Is the effect of anti-trust violation merely to nullify incontestability? The structure of Section 33 
gives superficial support to this view. Contrast, however, the other defects and defenses, If a regis- 
tration is proved to have been fraudulently obtained, will it be deemed prima facie evidence of the 
registrant’s exclusive right in the mark or will the plaintiff be barred any relief whatever by virtue of 
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forceability may arise from its improper use, as a consequence of that use under 
the doctrine of “unclean hands,” but the statute does not create any such defense. 

Reference to the legislative history of the Act, even if proper, sheds little light 
on the question of the effect of an antitrust violation. The provision was inserted 
immediately before passage, and there are only a few perfunctory remarks concerning 
it in the last reports of the bills. However, the Statement of the Managers on the part 
of the House in Conference Committee, rendered just before the passage of the 
Act, declares that the amendment as to the antitrust law “does not and is not in- 
tended to affect the validity of the mark nor affect the right of the registrant to 
continue to use or enforce his rights in the mark.”*® Unfortunately, the seemingly 
unequivocal terminology of this statement is clouded by statements made on the 


Senate floor.‘ 

Practically speaking, the foregoing analysis is of little more than academic sig- 
nificance, since there is every reason to believe that the courts will refuse to enforce 
trade-mark rights when such enforcement aids a violation of the antitrust laws. 
The doctrine is well settled in a long line of cases that if a patentee or copyright 
owner uses the patent or copyright monopoly in such a manner as to violate the 
antitrust laws, the relief otherwise available against infringers will not be granted.*! 
A similar rule appears clearly applicable to the trade-mark cases, particularly in the 
situation where the trade-mark is used as a lever to control the manufacture and 


his unclean hands? Or, at the vety least, will not his fraud deprive him of any rights flowing from 
registration, throwing him back on his common law rights, if any? Or if it be proved that the 
registrant has abandoned his mark, will not judgment be entered for the defendant? In sum, the de- 
fenses listed in Section 33 seemingly relate to the ultimate disposition of the litigation, not to the mere 
nullification of incontestability rights. Is it not clear, therefore, that the anti-trust defense likewise is a 
complete bar to recovery? Moreover, as a matter of principle, if it be established that a mark is 
the device by which the anti-trust laws are flouted, is the court likely to accord it judicial protection?” 

It seems to the authors, however, that this construction of the 1946 Trade-Mark Act is contrary to 
accepted principles of statutory construction. If violation of the antitrust laws was intended to be a 
complete defense to a trade-mark infringement suit, why does the Act list this only as an exception 
to “incontestability”’ ? - 

Superficially it might seem that this is a distinction without a difference, for the courts are not 
likely to protect a trade-mark used directly to violate the antitrust laws (see notes 41 and 42, infra). 
However, it is important to the registrant in deciding whether to take advantage of the “incontest- 
ability” provisions of the 1946 Act. If Section 33(b)(7) merely places “incontestable” marks on the 
same footing as other marks when an antitrust violation is shown, it is immaterial whether the mark 
is registered under the 1905 Act, the 1946 Act, or not registered at all, in so far as subsequent pro- 
ceedings are concerned. Applying this line of reasoning, there is no point in deliberately giving up 
the advantages of incontestability on the theory that it opens a defense not otherwise available. 

It is interesting that Professor Handler agrees that the status of an antitrust violation as a defense 
to an infringement action does not depend on the nature of the registration of the mark. See Handler, 
supra, at 396. 

8° 92 Conc. REc. 7523 (1946). 

“°92 Conc. Rec. 7873 et seq. (1946). Senator O'Mahoney declared, “The point I wish to make 
perfectly clear is that the use of such a mark to violate the antitrust laws, constitutes a defense in 
an infringement suit.” However, he then read, and apparently approved, the statement of the House 
Managers, which unequivocally declares to the contrary. To say the least, this phase of the legis- 
lative history of the Act is in a highly ambiguous state. 

“* See S. C. OppenneiMm, Cases on Feperat ANTITRUST Laws 637 ef seq. (1948), and especially 
Morton Salt Co. v. G. S. Suppiger Co., 314 U. S. 488 (1942) (patents); United States v. Paramount 
Pictures, Inc., 334 U. S. 131 (1948) (copyrights). 
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sale of commodities outside the scope of the monopoly of the mark.*? It is not 
believed that anything short of an express statutory provision rendering this rule 
inapplicable to trade-marks will prevent the courts from expanding the application 
of the doctrine to this field.‘ 

The foregoing analysis is supported by the statement of the Conference Com- 
mittee, which declared that the amendment “does not and is not intended to en- 
large, restrict, amend or modify the substantive law of trade-marks, either as set 
out in other sections of this Act or as heretofore applied by the Courts. . . .”44 

What proximate relationship must exist between the antitrust violation and the 
trade-mark use to make Section 33(b)(7) applicable? The Act is ambiguous on 
this point, but Congressman Lanham declared immediately after its passage that 
the trade-mark must be “the legal, causal, and efficient instrumentality to violate 
the antitrust laws.”45 This rule seems clear and is consistent with the analogous 


‘2 This point was raised and argued in California Fruit Growers Exchange v. Sunkist Baking Co., 166 
F. 2d 971 (C.C.A. 7th 1947), but the court decided the case on other grounds. The basis for the 
argument in this case was that the franchise system used by the plaintiff to permit bakers to use the 
name “Sunkist” on bread embodied control over products outside the scope of the trade-mark, includ- 
ing the specific content of the bread and the source of the wrappers bearing the trade-mark. 

In Folmer Graflex Corp. v. Graphic Photo Service, 41 F. Supp. 319 (D. Mass. 1941), the defendant 
was charged with trade-mark infringement. He answered that the plaintiff had unclean hands and, 
in addition, was a member of a combination in violation of the antitrust laws. On motion to strike 
these defenses, Judge Sweeney declared: 

“J therefore conclude that such portion of the defendants’ fourth defense as alleges that the plaintiff 
is a member of an illegal combination should be stricken from their answer as it is not a matter of 
defense. Such portion of the fourth defense as charges the plaintiff with ‘unclean hands’ may be re- 
tained in the answer. An amended fourth defense should be filed in accordance with this decision. 
The allowance of the plaintiff's motion to strike the first part of the defendants’ fourth defense is not 
intended as decisive of anything other than its value as a legal defense. It well may be that on the 
question of ‘unclean hands,’ evidence of such a conspiracy or combination in restraint of trade may 
be admissible to bar the plaintiff’s right to the equitable relief sought.” Id. at 320. 

*®It is possible to draw a distinction between the patent and copyright improper-use cases and a 
per se violation of the antitrust laws. In fact, some have taken the position that such improper use of 
the mark does not come within Section 33(b)(7), apparently on this theory. See Diggins, supra note 36. 

At one time the foregoing distinction could be predicated on the decided cases, but recent decisions 
cast a serious cloud on it. The issue was raised in International Salt Co. v. United States, 332 U. S. 
392, (1947), but the court did not clearly decide it. See Notes, 16 Geo. Wasu. L. Rev. 568 (1948); 
57 YALE L. J. 1298 (1948); 48 Cor. L. Rev. 733 (1948). The holding on block booking of films in the 
Paramount case is directly in point and resolves any doubt that use of a patent or copyright monopoly 
to cover commerce outside the monopoly is per se a violation of the antitrust law. United States v. 
Paramount Pictures ef al., supra note 41. 

In United States v. Columbia Steel Co., 334 U. S. 495 (1948), the Court by way of dictum stated 
that if a complaint charges licensing of “a patented device on condition that unpatented materials are 
employed in connection with the patented device, then the amount of commerce involved is immaterial 
because such restraints are illegal per se . . .” 

“*See note 39, supra. 

*® 92 Conc. Rec. 7524 (1946). Congressman Lanham further stated: 

“A registrant of a trade-mark might violate the antitrust laws by entering into an agreement to 
restrict output or to suppress competition and yet the use made by the registrant of his trade-mark 
in his business might have no legal, causal or efficient relation to the violation of these laws. The rela- 
tion of the trade-mark to these illegal acts might be purely physical or coincidental. If a trade-mark 
should be used [as] the legal, causal and efficient irfstrumentality to effect a contract, agreement or 
arrangement which violates the antitrust laws, then the actual use of the mark to carry out such a 
scheme would constitute a use in violation of the antitrust laws; but if the mark is in no true sense an 
essential legal element of the unlawful conduct, then the fact that the registrant may have violated the 
antitrust laws would not bring paragraph (7) of paragraph (b) of section 33 into operation.” 
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patent and copyright decisions: If the antitrust violation involves direct use of the 
mark it is relevant and a defense; if the antitrust violation relates to some other 
aspect of the owner’s activities it is no defense.*® As in the patent and copyright 
decisions, it should not be material that the antitrust violation in fact relates to use 
of the mark in connection with a person not a party to the suit.47 

The foregoing is an adequate answer to those who contend that the effect of 
Section 33(b)(7) is to give the defendant-infringer an opportunity to roam at will 
over the business affairs of the plaintiff. The test of relevancy of evidence under 
this section would appear to be the same as the test as to evidence to prove improper 
use of the mark, and this portion of the Act cannot therefore be regarded as en- 
larging the range of inquiry available in this manner.** Moreover, it is not out of 
place to note that a defendant seeking to gain access to the affairs of a plaintiff 
could do so much more readily by simply entering a counterclaim based on a 
general violation of the antitrust laws. It would seem that a plaintiff with an anti- 
trust skeleton in his closet would do better to spend his efforts clearing up his 
violation of the law rather than to concern himself with the incidental effects of 
Section 33(b) (7). | 

The benefit derived from incontestability in an infringement suit can best be 
appreciated by consideration of two recent decisions. In one of these a court gave 
little weight to the presumption of validity of a mark and held it invalid as de- 
scriptive, and in the other one the court indicated by dictum that under the new Act 
a counterclaim for cancellation of a mark as descriptive may be entertained. The 
former case, National Nu Grape Company v. Guest,4® was decided by the Court 
of Appeals for the Tenth Circuit and involved the word “NuGrape.” This word 
was registered under the 1905 Act in 1923, over twenty years before the infringe- 
ment action. The court held the “NuGrape” mark invalid as descriptive, passing 
over the presumption of validity attendant upon the registration with the following 
summary statement: 

The facts of United States v. Timken Roller Bearing Co., Civil 24214, N. D. Ohio, furnish an 
illustration of the direct use of trade-mark rights to effect an antitrust violation. There an agree- 
ment between an American, a British, and a French company provided for allocation of territories and 
other competitive controls. To implement and enforce the agreement it was provided that the name 
“Timken” would be used exclusively by the British and French companies, but that if the agreement 
was canceled no further use would be made by them of the name. The government is contending that 
use of the mark in this fashion to maintain cartel control violates the antitrust law. It is difficult to 
see how a control of this type can fairly be regarded as “collateral” so as to avoid the application 
of familiar doctrines of equity which would render the mark unenforceable in equity. 

4° Cf. D. R. Wilder Mfg. Co. v. Corn Products Refining Co., 236 U. S. 165 (1915), and Bruce’s 


Juices v. American Can Co., 330 U. S. 743 (1947), with Morton Salt Co. v. Suppiger, supra note 41. 

47 See Morton Salt Co. v. Suppiger, supra note 41. 

“8 Tt can be argued that the terminology of Section 33(b)(7) making it a defense to “incontestability” 
that the mark “has been or is being used to violate the antitrust laws” opens up evidence of former 
use of the mark not otherwise admissible. However, it is doubtful that such evidence could be kept 
out even in the absence of the statute, for the defendant would argue that the plaintiff has not suf- 
ficiently “purged” itself, thus making the evidence of former antitrust violation relevant. 

*° 164 F. 2d 874 (C.C.A. roth 1947). The significance of this case is discussed in Derenberg, The 
Status of Existitig Trade-Mark Registrations under the New Trade-Mark Act cf 1946, 3 Foop, Druc 
AnD CosMETIC LAw QuaRTERLY 270, 281 (1948). 
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It is well established that the mere registration of a term as a trademark does not 
establish that term as a valid trademark. Registration gives rise to a presumption of 
validity but such presumption is rebuttable. When a trademark is questioned, its validity 
must be established.5° 


The second case referred to above®! involved the mark “Lilliputian Bazaar,” 
continuously used by Best & Company since 1879 and registered under the ten-year 
provision of the Act of 1905. It was contended by way of counterclaim that the 
mark was descriptive and should be canceled. The majority of the court, Judge 
Clark dissenting, declared by way of dictum that under the 1946 Act such a coun- 
terclaim would be entertained. The court actually held, however, that under the 
1905 Act such a counterclaim could not be made and hence the matter could not 
be inquired into. However, the court held that the expression “Miller’s Lilliputian 
Shoppe,” used by a competing store across the street from the plaintiff, did not 
infringe the mark. 

Each of the foregoing cases involves the defense of descriptiveness. This is a 
defense definitely foreclosed by “incontestability,” with the single exception of a 
non-trade-mark descriptive use of the type covered by Section 33(b) (4). 


SUMMARY 


What is the real value of “incontestability”? As stated at the outset, final con- 
clusions in this regard are now premature and will continue to be so for a period 
of some years. Nevertheless, it seems clear that the doctrine does afford the trade- 
mark owner a number of advantages. Moreover, it is hard to believe that the 
effect of “incontestability” will be to detract in any way from the protection other- 
wise associated with the mark. On the plus side of “incontestability” must also be 
weighed the fact that the Patent Office has been given a new and unequivocal 
statutory direction to refuse to entertain tardy cancellation proceedings based on 
the most frequently encountered reasons for cancellation, a doctrine that long ago 
should have been part of the trade-mark law. Moreover, foreclosing these defenses in 
an infringement action frees the trade-mark owner from the vagaries otherwise 
associated with the doctrine of laches and gives the trade-mark owner protection 
analogous to that accorded the record owner of realty. If our public policy is to 
continue to be that of encouraging rather than discouraging honesty in business 
and the establishment of good will associated with a mark, it seems obvious that 
from this standpoint “incontestability” is sound. 

On the negative side of “incontestability” can be cited the plight of the innocent 
second user of a trade-mark who cannot come within the ambit of Section 33(b) (5) 
or Section 33(b)(6). Admittedly, there is a possibility of a harsh situation in this 
regard. But is it any harsher than the plight of the landowner who fails to dis- 
cover an adverse possessor on his property until too late, or the purchaser of realty 
who fails to check the title records to determine the record owner? This is the price 


°° National Nu Grape Co. v. Guest, 164 F. 2d 874, 876 (C.C.A. roth 1947). 
*? Best & Co. v. Miller, 167 F. 2d 374 (C.C.A. 2d 1948). 
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that must be paid for certainty in property law generally as well as in trade-mark 
law, and it is too late now to contend that the ultimate public good is not sub- 
served by an appropriate period of limitations. Also on the negative side of “in- 
contestability,” a case may be made out for the rather large number of exceptions 
to the doctrine, and it may be that these will some day become important. How- 
ever, the three principal defenses to trade-mark infringement—confusing similarity, 
geographicalness, and descriptiveness—are definitely foreclosed, and this alone pro- 
vides a considerable degree of protection. , 

Whatever the ultimate outcome of the “incontestability” concept may be, it is 
believed clear that by these provisions of the new trade-mark law its authors made 
a valuable addition to the statutory law of trade-marks which will be of ultimate 
benefit to the public. If statutory or judicial modifications of the doctrine become 
necessary, it can be hoped that their character will be such as not to detract from 
the basic objective of increasing the reliability of trade-mark rights, an objective 
which dictated insertion of the “incontestability” provisions in the Act and which 
will in substantial measure be achieved by the present provisions. 














TRADE-MARKS AND RELATED COMPANIES: A NEW 
CONCEPT IN STATUTORY TRADEMARK LAW 


* Lesue D. Taccart* 


The law of trade-marks grows slowly and without startling changes. It is not a 
creature of theory, but is fashioned from business and social actualities through 
necessity by courts and counsel. The legislature has followed this development; 
legislative enactments are largely codifications of the more desirable trends and 
developments of existing case law. The new Trade-Mark Act’ has as one of its 
purposes “to modernize the trade-mark statutes so that they will conform to legiti- 
mate present-day business practice.”® This is particularly true of the “related com- 
panies” provisions. 


Tue “Revatrep Company” Provisions 


The concept of the use of a trade-mark by “related companies” is new in the 
United States statutes, but it is not new at common law. The provisions in the 
Lanham Act grew out of business necessities and their recognition by the courts. 
The legislation was also influenced by the British statute* and by the limitation on 
assignments of trade-marks. 

The pertinent provisions of the Lanham Act are as follows: 


Sec. 5. Use by related companies. Where a registered mark or a mark sought to be 
registered is or may be used legitimately by related companies, such use shall inure to the 
benefit of the registrant or applicant for registration, and such use shall not affect the 
validity of such mark or of its registration, provided such mark is not used in such 
manner as to deceive the public.* 


Section 45 defines a “related company”: 


The term “related company” means any person who legitimately controls or is controlled 
by the registrant or applicant for registration in respect to the nature and quality of the 
goods or services in connection with which the mark is used.® 


The well-established rule of trade-mark law is that a trade-mark means and dis- 
tinguishes one particular seller’s goods from the goods of other sellers; and if it does 
not distinguish that seller’s goods, it is not a trade-mark. This rule describes the 
primary function of a trade-mark. This function has two results: the owner of the 


* LL.B. 1934, Columbia University. Member of the firm of Chandler and Taggart, New York City. 
* Popularly known as the Lanham Act, approved July 5, 1946, 60 Stat. 427, 15 U. S. C. §§1051- 
1127 (1946). 
2H. R. Rep. No. 603, 78th Cong., rst Sess. 4 (1943). 
® The Trade Marks Act, 1938, 1 & 2 Gro. VI, c. 22; see infra. 
*60 Srar. 429, 15 U. S. C. §1055 (1946). 
560 Srav. 443, 15 U. S. C. §1127 (1946). 




















Trave-Marks snp RELatep CoMPANIES 235 


trade-mark has the financial and other advantages or disadvantages of the consuming 
public’s being able to distinguish his product; and the public has the opportunity of 
choice—namely, to buy or to reject the product distinguished by the trade-mark. 
If ordinary purchasers of the goods, buying them in the ordinary way, are likely 
to be confused by an alleged infringer’s mark into believing that they are the goods 
of the plaintiffs, then the defendant is an infringer; otherwise he is not. 

At first glance, the “related company” 
basic function of a trade-mark, by permitting one not the owner of the mark to make 
or sell (or make and sell) goods bearing the mark. The statute recites certain 
definite limitations on such use. 


provisions seem to run counter to this 


Nature oF A Trape-Mark ASSIGNMENT 


At common law, where one other than the original owner of a trade-mark used 
it, he was either an infringer or he had acquired a right to use the mark. The 
acquisition of a right to use a mark came either (1) by an assignment, (2) by an 
independent and honest use of the mark (as illustrated in Section 2(d) of the 
statute, the “concurrent registration” situation), (3) where the original owner had 
abandoned the mark and the next user adopted it without fraudulent intent, or (4) 
where the subsequent user acquired permission to use in situations illustrated by the 
“related company” sections of the Lanham Act. Items 2 and 3 are users adverse to 
the original owner’s use; items 1 and 4 are users with the permission of the original 
owner. The decided cases concerning item 4, related companies, are few, while 
those concerning the assignment type, item 1, are numerous. While the two types 
are dissimilar except for the common element of permission of the owner, the courts 
have been influenced by the rules of assignments in formulating the rules for the 
use of a trade-mark by related companies. 

The two broad rules of assignments are: 

1. A trade-mark must be assigned with the good will of the business in which 
it is used. This rule is based on the assumption that where a whole business is 
transferred the new owner will continue it and sell the same goods under the 
same trade-mark. As a result, the public will obtain the same goods under the 
trade-mark that it has previously obtained under that mark. There will be no 
deception of the public. While generally true, the assumption is not always so. A 
new owner of a business frequently makes considerable changes in a product.’ It 
is generally advisable to inform the public of the assignment to prevent deception; 
and, under some circumstances, it may be obligatory to do so.® 

®See §10 of Lanham Act, 60 Star. 431, 15 U. S. C. §1060 (1946); Halliday, Assignments under 
the Lanham Act, 38 T. M. Rep. 970 (1948). 

7 Where the owner of the trade-mark radically changes his own product so that the public may be 
defrauded, his mark will not be protected. Renaud Sales Co. v. Davis, 22 F. Supp. 703 (D. Mass. 1938); 
Independent Baking Powder Co. v. Boorman, 175 Fed. 448, 454 (C. C. D. N. J. 1910). 

® Alaska Packers’ Ass’n v. Alaska Imp. Co., 60 Fed. 103 (C. C. N. D. Cal. 1894); Hazlett v. Pollack 


Stogie Co., 195 Fed. 28 (C. C. A. 3d 1912); for the strict early rule, see Stachelberg v. Ponce, 23 Fed. 
430 (C. C. D. Me. 1885), and Partridge v. Menck, 2 Sandf. Ch. R. 622 (N. Y. 1848). 
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2. If the owner assigns the trade-mark without the good will of the business 
(known as “an assignment in gross”), the assignment transfers nothing to the 
assignee? and may constitute an abandonment by the assignor.’® 

In these two rules of assignments, we find one basic concept: namely, that the 
court will not protect a trade-mark in the hands of an assignee where there is a 
deception of the public in the assignee’s use of the mark. The corollary is that where 
the assignee’s use does not deceive the consumer the assignment is good and the 
trade-mark will be protected on behalf of the assignee. 


Types oF “RELATED CompaANy” SITUATIONS 


The same basic reasoning was applied by the courts to “related company” situa- 
tions prior to the Lanham Act. However, “related company” situations differ con- 
siderably from assignments. In an effective assignment, the assignor makes a com- 
plete conveyance of all his rights. On the contrary, in a “related company” situation, 
there is not a complete assignment, nor in fact is there any assignment. What is 
granted is a permission to use. This permission to use is girded with the restrictions 
placed on assignments. To be effective, a “related company” arrangement should 
constitute a “controlled license,” with the right to the mark remaining in the 
owner and the “controlled licensee” making a specified use of the mark. The follow- 
ing are illustrations of “controlled licenses” of trade-marks: 

Subsidiary companies. With the growth of business, it was often found essential 
for a business to be set up in more than one legal unit. Such necessity had no 
connection with trade-mark problems. Yet it was convenient and often necessary to 
have one trade-mark used by the whole business. In Keebler Weyl Baking Company 
v.]. S. Ivins’ Sons, Inc." various subsidiary corporations of one business unit used 
the trade-mark “Club Cracker” for soda crackers. In an infringement suit, the de- 
fendant pleaded that, since various subsidiaries used the mark, it did not indicate 
to the public one source of origin of the soda crackers, but various sources of 
origin, and that the trade-mark therefore was invalid. The court stated: 


Keeping pace with industrial and business development the law has advanced a con- 
siderable distance from the earlier decisions which were made when small individual 
businesses, personally owned and personally managed, were the rule rather than the excep- 
tion.1? 


The: court then held that the validity of a trade-mark is not affected by its use by 
co-subsidiaries of the owner. The court pointed out that the subsidiary which owned 
the trade-mark supervised the manufacture of the crackers by the other subsidiaries, 
and had each of them manufacture in the same way. Had the business been in one 
corporation, the fact that the crackers were manufactured in different factories would 

*Corr v. Oldetyme Distillers, 118 F. 2d g19 (C. C. P. A. 1941). 

*° Mayer Fertilizer & Junk Co. v. Virginia-Carolina Chem. Co., 35 App. D. C. 425 (1910); Buckeye 
Brewing Co. v. Burger Bros. Co., 28 U. S. P. Q. 235, 237 (1936). 


11 F. Supp. 211 (E. D. Pa. 1934). 
191d, at 214. 
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not have affected the validity of the trade-mark. That the business was organized 
in several corporations properly did not change the court’s recognition that the whole 
was one business unit and that the trade-mark could properly be used by each part 
of the whole. One salient feature is that the plaintiff was required to show con- 
trol of manufacture and of the nature and quality of the goods. 

Harking back to the assignment analogy, Judge Kirkpatrick said: 


I can see no imposition upon the public, no abandonment, and no other element which 
impairs a trade-mark right when the corporation which owns it, which in turn is owned 
by a general control, permits other corporations under the same general control to use 
the mark upon an identical product which they produce in accordance with the owner’s 
directions and instructions.!* 


However, the Trade-Mark Act of 1905"* did not permit the registration of a mark 
not used exclusively by the legal entity applying for its registration. In Ex parte 
United States Steel Corporation, that corporation, a holding company and not an 
operating company, sought to register “U. S. S.,” its initials, as a trade-mark for use 
by its subsidiaries. Since the applicant did not use the trade-mark it was not 
registrable, and none of the subsidiaries could register it because none used it 
exclusively. Nevertheless, the trade-mark would undoubtedly have been protected 
by the courts. 

Further manufacturing. Some concerns with well-known products found that 
further processing was necessary and, for various reasons, it was not practical for 
them to do that further processing themselves. Yet it was important and sometimes 
imperative for them to control the products during the further processing and to 
have the trade-mark used to distinguish and sell the finished product. 

In B. B. & R. Knight, Inc. v. W. L. Milner & Company,'® the plaintiff owned 
the very old and respected trade-mark “Fruit of the Loom,” which distinguished 
its cotton piece goods. For a number of years it had permitted manufacturers to 
buy its piece goods and, under its complete supervision and control, to process the 
piece goods into consumer goods—shirts—and sell them as “Fruit of the Loom” 
shirts. In this case, the defendant had purchased “Fruit of the Loom” piece goods, 
and, wholly independent of plaintiff, had made them into shirts and sold them 
under the “Fruit of the Loom” label. Defendant argued that its shirts were made 
from “Fruit of the Loom” piece goods and therefore were “Fruit of the Loom” 
shirts. It argued further that plaintiff had licensed its trade-mark, that it was not 
the manufacturer of “Fruit of the Loom” shirts, and there were no trade-mark rights 
remaining in the plaintiff. The plaintiff showed that it had complete control over 
this shirt production of its licensee-manufacturers, and the court commented on this 
control in the following highly significant language: 


18 Ibid. 

1432 SraT. 724 (1905), as amended, 52 Stat. 638 (1938), 15 U. S. C. §81 et seq. (1946). 
1893 U. S. P. Q. 145, 24 T. M. Rep. 597 (1934). 

16 583 Fed. 816 (N. D. Ohio 1922). 











238 Law anp Contemporary ProspLeMs 


During this period of 30 years, B.B. & R. Knight, Inc., had permitted and licensed manu- 
facturers of men’s shirts and other garments to use and apply this trade-mark, but had 
done so only on condition that the manufacturer join with the owner of the trade-mark in 
guaranteeing, not only the quality of the goods, but the workmanship, design, and reli- 
ability of the finished article. They have selected only reliable manufacturers of high 
standing, and have required such manufacturers to join with the owner of the trade-mark 
in such warranty and guaranty, and also in an obligation to refund the purchase price if 
the ultimate user was for any reason dissatisfied with the article. The obligation to refund 
the money was one to be performed by both the manufacturer of the article and by the 
maker of the cloth.!7 


The result of the decision was to establish the rule that where a trade-mark owner, 
through contract, completely controls the nature and quality of a finished product, 
though manufacture is completed by another, with the result that the finished 
product means to the consumer that it is the product of or is sponsored by the 
owner of the mark, the courts will protect the trade-mark.’® 

Bottlers. The “bottlers” cases are another variety of the further-processing situa- 
tion. This situation is well illustrated by Coca-Cola Company v. Bennett'® and Coca- 
Cola Company v.]. G. Butler & Sons. The Coca-Cola Company manufactures 
a syrup in Atlanta, Georgia. It would be impractical for it to supply the bottled 
product directly to the entire United States market from that city. It would be 
further impossible for it or any other company in the same field to acquire sufficient 
capital to have bottling plants throughout the United States. In addition, it is 
highly desirable for a local person or group to handle local promotion, selling, and 
other local matters. Accordingly, the Coca-Cola Company (like other beverage 
companies) supplies syrup to local bottlers, directly or through distributors, under 
contracts which require the addition of various ingredients to the syrup under de- 
tailed instructions. The local bottler follows the instructions and then sells the 
bottled product under the trade-mark. The owner of the mark very naturally does 
not want anyone but itself to have any interest in the trade-mark, except the tempo- 
rary rights specifically set forth in the agreements with the bottlers. The courts have 
repeatedly confirmed the ownership and validity of trade-marks in such situations, 
and have approved this form of doing business. 

The Supreme Court, in Bacardi Corporation of America v. Domenech,” has 
similarly recognized the validity of other types of business situations. Compania 
Ron Bacardi, S. A., a Cuban corporation, had for many years sold “Bacardi” rum 
in Puerto Rico and elsewhere. The petitioner in the action was permitted by the 
Cuban corporation to manufacture and sell rum in Puerto Rico under the “Bacardi” 
trade-marks and labels. Chief Justice Hughes outlined the salient facts as follows: 


17 1d. at 817. 
18 See also H. Freeman & Sons v. Huyck & Son, 7 F. Supp. 971 (N. D. N. Y. 1934). 
19 538 Fed. 513 (C. C. A. 8th 1916). 

2° 529 Fed. 224 (E. D. Ark. 1916). 

*1 311 U. S. 150 (1940). 
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Bacardi rum has always been made according to definite secret processes, has been 
extensively advertised and enjoys an excellent reputation. Under petitioner’s agreement 
with the Cuban corporation, all rum designated by the described trade marks and labels 
was to be manufactured under the supervision of representatives of the Cuban corporation 
and to be the same kind and quality as the rum that the latter manufactured and sold.?? 


The Puerto Rican government had enacted legislation which prevented petitioner 
from manufacturing rum in Puerto Rico and selling it under a trade-mark which 
had “been used previously . . . outside the Island of Puerto Rico,” unless the 
petitioner had manufactured and sold rum under such mark in Puerto Rico before 
a certain date. Under the statute, the Court said, 


. + . petitioner is prohibited from the use of its trade marks, although valid and duly 
registered and although the product to which they are applied is otherwise lawfully made 
and the subject of lawful sale, solely because the marks had previously been used outside 
Puerto Rico and had not been used on spirits manufactured in Puerto Rico, or exclusively 
in continental United States, prior to February 1, 1936.74 


The statute was declared unconstitutional. In order to reach this result, the Court 
was obliged to determine the validity of the “Bacardi” trade-mark and to recognize 
the propriety of the arrangement between the Cuban corporation and the petitioner. 

Although it was decided after the Lanham Act became effective (July 5, 1947), 
the case of E. I. duPont de Nemours & Company v. Celanese Corporation of 
America™ is illustrative of the continuation of this development of “controlled 
licenses.” DuPont petitioned to cancel Celanese Corporation’s registration of “Cela- 
nese” as a trade-mark for dyestuffs. DuPont averred that Celanese Corporation had 
entered into a “non-exclusive license” with a third party “to employ said trade-mark 
in connection with dyestuffs,” that the third party had advertised its “Celanese” dye- 
stuffs without any reference to Celanese Corporation, that the third party shipped 
its Celanese dyestuffs to its customers without any reference to Celanese Corpora- 
tion, that “Celanese” on dyestuffs had ceased to denote origin in Celanese Corpora- 
tion, that “Celanese” was no longer a trade-mark for dyestuff and had been aban- 
doned. In the agreement between Celanese Corporation and the third party, there 
was the usual contractual recognition of the validity and ownership by Celanese 
Corporation of “Celanese”; in addition there were provisions for a set of standards 
and for inspection by representatives of Celanese Corporation of the third party’s 
dyestuffs, a requirement that all advertising show Celanese Corporation as the 
owner of the trade-mark, and a provision that Celanese Corporation was to approve 
all advertising. Despite the contract, some of third party’s advertisements supported 
duPont’s pleadings. Celanese moved to dismiss the petition. The examiner of 
interferences granted the motion, the Commissioner of Patents affirmed, and the 

#2 Id. at 153. 


98 Td. at 157. 
24167 F. 2d 484 (C. C. P. A. 1948). 
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Court of Customs and Patent Appeals affirmed (with one dissent). The court con- 
sidered abandonment the essential question, as required under the cancellation 
section of the applicable 1905 Act. On this point it stated: 


. . . it was well settled that one who assigns his trade-mark with or without the business 
with which it has been used, abandons his mark, but that a license agreement, not merely 
a naked license to use, where the licensor expressly reserves his right to continue the use 
of the mark and which license agreement provides that the agreement may be terminated 
by the licensor, is not an abandonment of its registered mark.” 


After reviewing the facts, the court held: 


It is obvious, therefore, that the license agreement is not a naked license agreement, and 
that appellee has not abandoned its mark within the purview of section 13 of the Trade- 
Mark Act of February 20, 1905, as argued by counsel for appellant.”® 


The breach of the license agreement by the advertisements referred to was not 
considered important since duPont had not averred that “the public or anyone else 
was deceived.” 

The dissenting judge pointed out (1) that there was no showing that Celanese 
Corporation had exercised the right of supervision and control of the third party’s 
product and advertising; (2) that a court may infer abandonment from the lack 
of control over the third party’s manufacture and advertising; (3) that a court may 
infer abandonment and also deception of the public from breaches of the type ad- 
mitted by the motion to dismiss. It is suggested that in preparing a related-company 
agreement, and in advising as to its strict enforcement, Judge O’Connell’s dis- 
sent be carefully studied. 

The references to the contract between Celanese Corporation and the third party 
do not indicate that the third party was required to give notice to the public on its 
packages and labels that “Celanese” was the trade-mark of Celanese Corporation. 
Even if this was omitted from the contract, the decision does not indicate its 
necessity in a “controlled license” situation. However, in “controlled licenses” of 
this type, it is better practice for the legal draftsman to require such notice on 
packages and labeling.” 

Although this case was decided after the Lanham Act became effective, the 
majority found it unnecessary in view of their opinion to consider the related- 
company sections, and the dissenting judge did not consider them applicable under 
Section 46(a). 

These three main illustrative types of “controlled licenses” show that the owner 
of the trade-mark need not be the manufacturer or the seller of the goods, provided 
he in fact controls the nature and the quality of the goods. 

* Id. at 487. 


2° 71d. at 488. 
87 See note 8 supra. 
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By contrast, a “license in gross,” i.¢., a license of a trade-mark without a transfer 
of good will or of control over the use of the mark, is invalid* for the same reason 
that invalidates an assignment in gross. 

The Fisk case” illustrates the pitfalls in setting up a “controlled license.” There, 
the plaintiff had conducted a teachers’ employment agency in Boston for many 
years under the name “Fisk Teachers’ Agency.” By written contract, it permitted 
other individuals to establish independently owned and conducted “branches” 
throughout the country under that name. When the Denver “representative” broke 
away, refused to make payments to the plaintiff, and established his competing con- 
cern under the same name, the court refused to protect the plaintiff for the reason 
that the plaintiff had, for a monetary consideration, permitted and induced the 
public to believe that each “Fisk” teachers’ agency was a part of one national 
business. To paraphrase the language of the Lanham Act, the court held that the 
plaintiff did not control each local representative “as to the nature and quality of 
the services in connection with which the mark is used.” 


History oF THE STATUTORY PROVISIONS 


‘The case law outlined above was the background for the provisions in the various 
“related company” sections in the bills which finally resulted in the sections of the 
Lanham Act above quoted. In the 1938 bill the section read: 


Sec. 6. Use by Related Companies. Where the trade-mark sought to be registered is 
used by subsidiary or related companies, the application shall so state, and such use shall 
be deemed exclusive; and use of registered trade marks by companies subsidiary or related 
to the registrant shall not affect the validity of such trade-mark or of its registration. 


There was no definition of “related company” in that bill. The stress was on sub- 
sidiary companies. The section on assignments partially explains the restricted 
language, since that section permitted the assignment (and inferentially the licens- 
ing) of a trade-mark either “with or without the good will of the business.” This 
“related company” section covered the situation in the United States Steel case 
and in part the situation in the Keebler Weyl case. Although this provision for 
assignments was continued in the 1939 bill,** “related companies” began to take on 
a more detailed contour. The section was broadened by the addition of the words 
“or by the members of an association”** and, more important, by the following 


definition: 

28 Falk v. American West Indies Trading Co., 180 N. Y. 445, 73 N. E. 239 (1905); American 
Broadcasting Co. v. Wahl Co., 121 F. 2d 412 (C. C. A. 2d 1941). See also Purity Cheese Co. v. Frank 
Ryser Co., 153 F. 2d 88 (C. C. A. 7th 1946). 

2° Everett D. Fisk & Co. v. Fisk Teachers’ Agency, 3 F. 2d 7 (C. C. A. 8th 1924). 

8° See also Federal Systems of Bakeries v. Bachrach, 13 T. M. Rep. 429 (W. D. Pa. 1923). 

31H, R. 9041, 75th Cong., 3d Sess. (1938). 

52H. R. 4744, 76th Cong., 1st Sess. (1939). 

33 17, §5. This seems redundant in view of the action in H. R. 4744 under the heading, Collective 


and Association Marks Registrable. 
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The term “related company” means any individual, partnership, or person within the 
definition above where by stock ownership, contractual relationship, or otherwise, the 
nature and quality of the goods upon which the mark is used is controlled by the regis- 
trant.34 


For the first time, the term “contractual relationship” is included. The “related 
company” definition under this bill covered the “Fruit of the Loom” case and the 
bottlers’ cases discussed above. 

In the 1939-1940 bill,*® the assignment provision had been changed to provide for 
assignment “upon such terms and conditions as the parties may agree.” Although 
parties could agree to assign without good will, that would have been dangerous in 
view of the case law on assignment, and we find “assignment” law coming into the 
“related company” section with the following common-law provision: “Such mark 
[i.c., a mark used by related companies] shall not be used in such manner as to 
deceive the public.” The definition of “related company” is continued with minor 
changes. 

In succeeding bills similar provisions are included, and in the 1943 bill,®* lan- 
guage practically identical with that of the Lanham Act was set forth both for 
the section on use by related companies and in the definition. The words “subsid- 
iary,” “members of an association,” “holding,” and “parent” are eliminated. The 
remaining words are “related companies.” Prior to such elimination, it was not 
clear whether only the parent or holding company could be the registrant of the 
mark or whether the subsidiary or a company operating under a contractual relation- 
ship could be the registrant. However, the words “who controls or is controlled by 
the registrant or applicant for registration” clarified the bill, and the present statute, 
on that point. 

After the 1943 bill, the only change on this point was the insertion in Section 
5 of the word “legitimately.” The Department of Justice does not appear to’ have 
appreciated the legitimate purposes of the “related companies” provisions, and indi- 
cated that they might be used as a screen to circumvent the laws against monopoly. 
“Legitimately” was inserted to assure the Department of Justice that the related 


9 «6 


companies were not such a subterfuge.*” 


Tue BritisH “RecistERED User” 


Since the British law of trade-marks is also founded on the common-law concept 
of use, as opposed to the civil-law rule of rights based on registration, British statutes 
and precedents in British courts are frequently considered in this country. The 
British also have considered the problem of “controlled licensing” of marks, and 

841d. § 46. 

55 1. R. 6618, 76th Cong., 3d Sess. (1940). 

8° FR. 82, 78th Cong., 1st Sess. (1943). 


*"For a discussion of trade-marks and the antitrust laws, see Taggart, Trade-Marks: Monopoly or 
Competition? 43 Micu. L. Rev. 659 (1945), 35 T. M. Rep. 25 (1945). 























Trape-Marks AND RELATED CoMPANIES 243 


revised their statutory law in 1938*° by providing for the entry of a “registered 
user” of a trade-mark. 

Where it is desired to provide for the “permitted use” of a trade-mark by a third 
party, the registered owner of the mark and the proposed “registered user” file a 
joint application accompanied by a Statement of Case which shows “particulars of 
the relationship, existing or proposed, between the proprietor and the proposed 
registered user, including particulars showing the degree of control by the proprietor 
over the permitted use which their relationship will confer . . .”*° and other details. 
Generally speaking, the “relationship” is of two kinds: (1) The relationship which 
exists by virtue of the fact that the owner of the trade-mark owns sufficient share 
capital of the proposed registered user to control all the activities of the registered 
user; or (2) the relationship which exists by virtue of an agreement which pro- 
vides for the manner of use of the mark by the registered user. If the Registrar is 
satisfied that the use of the mark by the registered user is not contrary to the public 
interest, he enters the registered user as such. 

The British statute does not by its language require the registrant to control or be 
controlled “in respect to the nature and quality of the goods or services in con- 
nection with which the mark is used,”*° but it appears that the Patent Office, which 
is given rather wide discretion under the pertinent section, insists that where the 


88 The Trade Marks Act, 1938, 1 & 2 Geo. VI, c. 22. 

8° Id. §28. Some pertinent portions of §28 of the British statute are set forth here: 

“Sec. 28 (1). Subject to the provisions of this section, a person other than the proprietor of a 
trade mark may be registered as a registered user thereof in respect of all or any of the goods in respect 
of which it is registered (otherwise than as a defensive trade mark) and either with or without conditions 
or restrictions. 

“The use of a trade mark by a registered user thereof in relation to goods with which he is con- 
nected in the course of trade and in respect of which for the time being the trade mark remains 
registered and he is registered as a registered user, being use such as to comply with any condition or 
restrictions to which his registration is subject, is in this Act referred to as the ‘permitted use’ thereof. 

“(2) The permitted use of a trade mark shall be deemed to be use by the proprietor thereof, and 
shall be deemed not to be use by a person other than the proprietor, for the purposes of section twenty-six 
of this Act and for any other purpose for which such use is material under this Act or at common law. 


“(4) Where it is proposed that a person should be registered as a registered user of a trade mark, 
the proprietor and the proposed registered user must apply in writing to the Registrar in the prescribed 
manner and must furnish him with a statutory declaration made by the proprietor, or by some person 
authorised to act on his behalf and approved by the Registrar,— 

“(a) giving particulars of the relationship, existing or proposed, between the proprietor and 
the proposed registered user, including particulars showing the degree of control by the proprietor 
over the permitted use which their relationship will confer and whether it is a term of their relation- 
ship that the proposed registered user shall be the sole registered user or that there shall be any 
other restriction as to persons for whose registration as registered users application may be made; 

“(b) stating the goods in respect of which registration is proposed; 

“(c) stating any conditions or restrictions proposed with respect to the characteristics of the goods, 
to the mode or place of permitted use, or to any other matter; and 

“(d) stating whether the permitted use is to be for a period or without limit of period, and, if 
for a period, the duration thereof; 

“and with such further documents, information or evidence as may be required under the rules or by 
the Registrar.” 

For statute, regulations, and forms, see Bray aND UNpveRHAy, THE TraveE Marks Act, 1938, with 
Annotations (1938). 

*° Sec. 45 of Lanham Act, 60 Star. 443, 15 U. S. C. §1127 (1946). 
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“relationship” depends upon an agreement, as in (2) above, the agreement should 
provide for this kind of control. 

The British provisions for the entry of a registered user are considerably more 
specific than the provisions under the Lanham Act,*! particularly since the “relation- 
ship” is scrutinized by the Trade Marks Office and is made the subject of a specific 
entry on the Register. 

Although the British Board of Trade’s Report*® was available prior to the intro- 
duction of H. R. 9041 on January 19, 1938, and the Trade Marks Act, 1938, was 
available shortly thereafter, the internal evidence in H. R. go41 does not indicate 
much influence of the British “registered user” provisions.** A seriatim examina- 
tion of the various Lanham bills shows an increasing similarity, whether intentional 
or not, to the British statute. Although many of the lawyers interested in the 
Lanham bills were familiar with the British statute, no definite statement can be 
made as to its influence on the Lanham Act, despite a similarity in the result. It 
is believed that the similarity resulted in part from the efforts of lawyers, similarly 
trained in the common law, to solve comparable problems.** 


PRoceDURE IN REGISTRATION 


The Patent Office has issued Rule 7.8, “Use by predecessor or by related com- 
panies,” pursuant to Section 41 of the Lanham Act.*® The requirement of “ex- 
clusive use” by the applicant is modified as required by Section 5. The second para- 


graph of the rule provides: 


Where the mark sought to be registered is legitimately used by one or more related 
companies at the time of the filing of the application, the declaration (Rule 7.4) must 
recite exceptions to the averment of the exclusive right to use the mark, stating the nature 
of such related companies and, if practicable, the names and addresses.*® 


In practice, the Patent Office makes no attempt to determine whether the mark is 
used “legitimately,” on the plea that it is not equipped to do so. However, since 
a registration is “constructive notice of the registrant’s claim of ownership” (Sec- 
tion 22) and since the Patent Office is the guardian of the public interest,*” a “related 
company” registration can properly be considered a recognition of the legitimate 


“ For discussion of information required by United States Patent Office, see the discussion under 


“Procedure in Registration,” infra. 
*2 Boarp OF TRADE, REPORT OF THE DEPARTMENTAL COMMITTEE ON THE Law AND PRACTICE RELATING 


To TraDE Marks (1934). 

“8 Under British law prior to the Trade Marks Act, 1938, there had been no development in the law 
similar to that in the American courts. “Licenses to use a trade mark and assignments without the 
goodwill of a business or part of it were practically prohibited.” Bray AND UNDERHAY, op. cit. supra 
note 39, at xiv. The same authors, commenting on the “registered user” section, state that: “Under the 
former legislation and at common law, a license by the proprietor of a trade mark to another party to 
use the mark on goods other than those of the proprietor was considered to be a form of deception 
which invalidated the registration and put an end to common law rights.” Jd. at 41. 

“No reported decisions are available on “registered user” which might assist American lawyers. 

“© RuLes oF Practice IN TrADE-MarK Cases (U. S. Dep’t of Commerce, 1947). These rules set 
forth the methods to be followed in preparing, filing and prosecuting applications to register. 


4° Id. at 13. 
“7 Frankfort Distilleries, Inc. v. Dextora Company, 103 F. 2d 924 (C. C. P. A. 1939). 
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use of the mark, with the right of an interested party to attack its legitimacy in any 
proper forum.*® 

The phrase “stating the nature of such related companies” in Rule 7.8 is am- 
biguous, and is interpreted as meaning the nature of the relationship between the 
companies in respect to the mark involved. It seems advisable to set forth such 
relationship in detail, so that it would be more difficult for an attacker of the mark 
to sustain a claim that the application gave the Patent Office insufficient informa- 
tion to make a proper determination, and the attendant claim of fraud based on such 
insufficiency; but the Patent Office has taken the position that a brief recital of 
the relationship is sufficient for its purpose. The first paragraph of Rule 7.8 indi- 
cates the reason. This paragraph reads in part: 


If the first use, the date of which is required by paragraph (g) or (h) of Rule 7.3, 
was ... by a related company . . . and such use inures to the benefit of the applicant, the 
date of such first use may be asserted with a statement that such first use was . . . by the 
related company... . The Office may require further details and additional proof show- 
ing that such use inures to the benefit of the applicant.*® 


The Patent Office stresses the date of first use. However, it has the power under 
the statute and its rules to make sure that it has the facts which show that a use 
“inures to the benefit of the applicant.” 

The issuance of a’ registration by the Patent Office, under prior law and the 
present statute, is presumptively correct and will be considered so by a court unless 
clearly wrong. A registrant is entitled to have the benefit of this valuable pre- 
sumption. It is respectfully submitted that the Patent Office should encourage and 
require an adequate showing of facts so that this presumption shall continue as 
to related-company registrations. 

Rule 7.8 requires a statement, “if practicable,” of the names and addresses of the 
related companies. In most instances such a showing is practicable and should be 
given. The bottler’s situations are recognized as generally impracticable. 

The Lanham Act came into effect on July 7, 1947. As far as related companies 
are concerned, it is prospective in operation. The question arises as to what should 
be done concerning related-company situations which were in existence prior to that 
date. Is a pre-July 7, 1947, registration of a mark which had been used by related 
companies prior to that date a valid registration? The question breaks into two 
parts: (1) where the related company situation existed prior to any registration and 
(2) where it arose after a registration. In the latter case, the application to register 
was certainly a proper one, and, provided the use by related companies came with- 
in the common-law provisions, there is no question of the propriety of the relation- 


*® See §33 of the Lanham Act, 60 Srar. 438, 15 U. S. C. §1115, and particularly §33(b)(7), 60 Srar. 
438, 15 U. S. C. §1115(b)(7). 

“9 RuLes OF PRACTICE IN TRADE-MarK Cases, supra note 45, at 13. 

5° Schneider v. Bramson, 16 F. Supp. 493 (E. D. N. Y. 1936); Continental Corp. v. National Union 
Radio Corp., 67 F. 2d 938 (C. C. A. 7th 1933); Empire Crafts Corp. v. National Silver Company, 60 F. 
Supp. 1020 (S. D. N. Y. 1945). 


. 











246 Law anv ConTEMPoRARY PRoBLEMS 


ship. In the former situation, that is, where a related company relationship was in 
existence prior to any application to register, was the application which recited ex- 
clusive use by the applicant proper? The decisions indicate that such application 
was proper, because they imply that the use of the mark was the use of the appli- 
cant.’ Therefore, the claim of exclusive use in the application was proper. 

However, where a related-company situation exists and an application is filed 
under the Lanham Act, it should be filed in due compliance with the “related com- 
pany” provisions. Where a related-company situation existed prior to July 5, 1947 
(with or without non-Lanham Act registrations), the preferable (but not obligatory) 
procedure is to file a new related-company application to disclose to the Patent 
Office, and to the courts, the actual situation and to receive whatever benefits flow 
from the administrative approval of the Patent Office.*” 

The question arises whether a company which itself has never used a mark may 
apply for its registration on the basis of the use of the mark by a related company. 
The phrase “such use shall inure to the benefit of the registrant or applicant for 
registration” appears to determine that question in the affirmative. Rule 7.8 of the 
Patent Office clearly indicates that it considers this a correct interpretation, and it is 
submitted that this is the proper determination. 


Proposep AMENDMENT 


Many suggestions for amendments to the Lanham Act have been made. One 
valuable suggestion is that Section 5 and the definitions of “related company” be 
deleted from the Act and the following substiuted:™* 


ConTro.LeD Use sy OTHERS 
Sec. 5. Whenever anyone controls the use of a mark by one or more other persons, 
the controller and the persons subject to said control may be considered a single entity 
under this Act, and any member of this entity may be the applicant or registrant: Pro- 
vided, that the controller, by general ownership or control of said persons, or by supervision 
of the use by said persons, or by contract with said persons, lawfully controls the nature 
and quality of the goods or services with respect to which the mark is used. 


The advocates of this amendment criticize the use of the phrase “related com- 
pany” and would substitute the words “controller and the persons subject to said 
control.” While the suggested amendment well states the solution to the problem, 
and is possibly preferable language, the present provisions in the light of their 
historical background are adequate. It is submitted that the decision of a court or 
of the Patent Office would be the same under either the Lanham Act or the sug- 


gested amendment. 


51 See particularly the quoted language from the Bacardi case, supra. 

5? Registration notices published in the Official Gazette do not indicate that a mark is filed under 
the “related company” provisions. The registration itself, and soft copies thereof, do so indicate. If an 
opposition is thought desirable, the “file wrapper” will indicate the exact situation to the opposer. 

53 Sec. 5 of the Lanham Act, 60 Star. 429, 15 U. S. C. §1055 (1946). 

°* Report OF THE TraDE Mark CoMMITTEE oF THE Parent Law AssociaTION oF CHICAGO II-14 


(1948). 
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SUMMARY 


The “related company” provisions are a logical statutory summary as of 1946 of 
the developing common law on “controlled licensing.” The fundamental require- 
ment that the public be not deceived has confirmation in these provisions. All 
applications to register and all contracts setting forth the relationship between re- 
lated companies should be most carefully prepared. In the light of Judge O’Connell’s 
dissent in the Celanese case and the decision in the Fisk case, day-to-day observance 
of the provisions of related-company contracts should be specifically enforced. 








TRADE-MARK LICENSING — A SAGA 
OF FANTASY AND FACT 


Harry L. SHNIDERMAN* 


One of the principal architects of our vast commercial enterprises has been the 
trade symbol. The advertised brand has readily lent itself to building reputation 
by repetition. And while “commerce has outsoared the steeples that once looked 
down upon the marts,” busy entrepreneurs have dreamed dreams of new uses for 
old symbols, especially well-known ones. 

It has long been suspected that there is a lively traffic, often covert, in trade 
symbols.* The writers have drawn attention to the traffic, but usually only that 
found in certain roadways. The transfer of trade-marks and trade names by 
assignment, often without the good will of the business enterprise, has no doubt 
frequently occurred. These transfers may be well camouflaged, so that the com- 
plete separation of the good will and the brand, which would mean destruction of 
the symbol as anyone’s exclusive appropriation, is not easily detected. Yet forfeitures 
of real trade-mark protection because of improper assignment must occur with 
great frequency, due to purposeful reliance on camouflage or ignorance of the re- 
quirements for valid trade-mark assignment. This story has been told.* 

What is even more amazing is the fantasy surrounding trade-mark licensing. This 
fantasy seems to arise out of vague conceptions as to whether trade symbols may 
be licensed; how licensing may be validly accomplished; and what the new Lan- 
ham Acct, still an infant of less than two years’ operation,® has done to the licensing 
problem. The impetus of the new statutory provisions will undoubtedly foster 
what was already a growing tendency towards licensing. The licensing of trade 
symbols is, therefore, an important business problem; it is not a mere facet of the 
law of assignments. It deserves an independent examination and a study of the 


cold facts. 

* A.B. 1938, University of Michigan; LL.B. 1941, Harvard Law School. Member of the District 
of Columbia bar. 

1 Judge Learned Hand spoke of this as “the power of reiterated suggestion.” Shredded Wheat Co. 
v. Humphrey Cornell Co., 250 Fed. 960, 962 (C. C. A. 2d 1918). 

* Holmes, The Class of 61: Fiftieth Anniversary Reunion (June 28, 1911), reprinted in Max LERNER, 
Tue Minp anv Faitu oF Justice Homes 25, 27 (1943). 

5 Isaacs, Traffic in Trade-Symbols, 44 Harv. L. Rev. 1210 (1931). 

*Grismore, The Assignment of Trade Marks and Trade Names, 30 Micn. L. Rev. 489 (1932). 

5 The so-called Lanham Act was approved on July 5, 1946. 60 Stat. 427, 15 U. S. C. §1051 ef seq. 
(1946). By its terms it became effective one year later. Section 46(a), 15 U. S. C. §1051 note (1946). 
For a general treatment of its provisions, see Callmann, The New Trade-Mark Act of July 5, 1946, 46 


Cot, L. Rev. 929 (1946). 
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I 
Statutory Oricins 

The effort to revise our trade-mark law which culminated in the Lanham Act 
in 1946 had been a protracted one, in part because of legislative indifference, and 
in some measure because of last-minute Congressional stiffening to a few drastic 
innovations urged by its sponsors. The legislative reports on the new statute viewed 
the bills commencing with the 1938 version as part of the legislative history of the 
measure finally enacted. The basic structure of most of these was similar, though 
important consequences were dependent upon the changes made. This was not 
the kind of bill that captured the legislative imagination; it was ably shaped by 
skillful private technicians cooperating with the few legislators who were actively 
interested. Oftentimes the “legislative will” on important economic policy repre- 
sents no more than this. 

The Act, considered by the casual legal observer as a mere codification of earlier 
law plus a modernization of the principles governing registration of marks, in 
reality has considerable substantive importance as well. Bluntly stated, the measure 
was intended to foster and protect interests in trade-marks. Call this industrial 
property or label it a mere protectable right, the result is identical. “The trade- 
mark is a species of monopoly, towards which the present climate of opinion is 
frigid,” as Judge Clark observed; but the Lanham Act “gave to this property a 
legislative standing it had not had before.” 


A. The Licensing Provisions Enacted 


The provisions of interest are not tagged “licensing” sections, but rather cover use 
of marks by “related companies.” Sections 5 and 45 are of importance: 


SECTION 5. USE BY RELATED COMPANIES 


Where a registered mark or a mark sought to be registered is or may be used legiti- 
mately by related companies, such use shall inure to the benefit of the registrant or appli- 
cant for registration, and such use shall not affect the validity of such mark or of its 
registration, provided such mark is not used in such manner as to deceive the public.® 


SECTION 45. CONSTRUCTION AND DEFINITIONS 


The term “related company” means any person who legitimately controls or is con- 
trolled by the registrant or applicant for registration in respect to the nature and quality 
of the goods or services in connection with which the mark is used.® 


*H. R. Rep. No. 219, 79th Cong., rst Sess. 5 (1945); Sen. Rep. No. 1333, 79th Cong., 2d Sess. 6 
1946). 
: "" Touraine Coffee Co. v. Lorraine Coffee Co., 157 F. 2d 115, 118 (C. C. A. 2d 1946), cert. denied, 
329 U. S. 771 (1946). See dissent, at 119-120, by Judge Frank, who deemed the discussion gratuitous 
since concededly the new statute was not applicable to the case. 

The trend to cut down patent and trade-mark restrictions on competition has been ably discussed. 
Zlinkoff, Monopoly Versus Competition, 53 Yate L. J. 514 (1944); Brown, Advertising and the Public 
Interest: Legal Protection of Trade Symbols, 57 Yave L. J. 1165 (1948). The Lanham Act, however, 
clearly increases protection of trade symbols, although only time will tell the extent. See WaLTER 
DERENBERG, PREPARING FOR THE New TraDE-Mark Law 50 (Research Institute of America, 1946). 

8 60 Srar. 429, 15 U. S. C. §1055 (1946). °60 Srar. 443, 15 U. S. C. §1127 (1946). 
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B. The Evolution of the “Related Companies” Provision 


The bill first considered in 1938 provided that where the trade-mark was used 
by “subsidiary or related companies” such use should not affect the validity of the 
mark.’® No effort was made to define a “related” company," and the need for the 
provision was couched by a sponsor in terms of the impossibility under the existing 


law of a holding company, such as United States Steel, registering a mark used only 


by its subsidiaries.’” 


At this time the “related companies” provision was of minor importance. The 
striking aspect of the bill with respect to transfer of rights was the provision per- 
mitting assignments with or without good will. The expert guiding the sub- 
committee, Mr. Rogers, frankly stated that “a license is certainly less than an 
assignment, and if an assignment is permitted, licensing certainly would be.”!* As 
it turned out eventually, the licensing section became more significant because, 
though the assignment language crumbled, the “related companies” notion showed 
remarkable stamina. 

By the following year, 1939, the licensing provision took on additional meaning, 
for the subcommittee had defined “related company” in terms of control “by 
stock ownership, contractual relationship, or otherwise” over the “nature and quality 
of the goods.”"* The die was now definitely cast—the bill was to permit licensing 
to companies not mere subsidiaries of the trade-mark owner. _ 

This change was not made without protest. It was feared that the public might 
be duped, that where stock control was absent regulation of the nature and quality 
of the goods might prove ineffectual, and that the provision might lead to some 
companies’ degenerating into nothing more than licensors of trade-marks, with only 
nominal interest in the character of the goods.’® This fear was countered by argu- 


20H. R. 9041, 75th Cong., 3d Sess. (1938). 

™ Definition was urged upon the Committee on Patents in a memorandum submitted by the United 
States Trade-Mark Association, through its Secretary and Assistant Secretary, L. E. Daniels and W. J. 
Derenberg. Hearings before the Subcommittee on Trade-Marks of the House Committee on Patents on 
H. R. 9041, 75th Cong., 3d Sess. 65 (1938). 

12 Td, at 134-137. Mr. Rogers was referring to Ex parte United States Steel Corporation, 23 U. S. P. Q. 
145 (C. P. 1934). The Assistant Commissioner of Patents ruled that use by a subsidiary, a majority 
of whose stock was owned by applicant, did not place title and use of the trade-mark in the parent. At 
the same time, the Assistant Commissioner noted that it would be advantageous to both the parent and 
the subsidiaries to permit such registration and “it would not be prejudicial to any interest of the public.” 
Id. at 147. The same result was reached two years later where the subsidiary was wholly owned. 
Buergerliches Braeuhaus Pilsen y. Allied Brewing and Distilling Co., 31 U. S. P. Q. 26 (C. P. 1936). 

8 This is true where the license is an exclusive one merely for a term of years, with the licensor 
retiring from the field. Where the licensor continues use of the mark or retains the right to license others 
on a nonexclusive basis, it is difficult to deny that licensing will be controlled by different rules and 
cannot be assimilated as “less than an assignment.” 

*H. R. 4744, 76th Cong., 1st Sess. (1939). Other changes not important here were also made. 
For example, a suggestion during the hearings of the previous year resulted in inclusion of a reference 
to use by “members of an association,” as well as by subsidiary and related companies. This eventually 
was deleted. Further, “trade-mark” became “mark” because of a desire to include other symbols, such 
as service marks. Hearings before the Subcommittee on Trade-Marks of the House. Committee on 
Patents on H. R. 4744, 76th Cong., 1st Sess. 57 (1939). 

15 Td. at 58-60. 
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ment that any company could commit “commercial suicide by putting out inferior 
goods,” with or without licensing, that the Coca-Cola system of licensing bottlers 
had long been sustained although stock ownership was not used to maintain con- 
trol over quality, and that in essence licensing plus control over quality was nothing 
more than the application of the “guarantee” theory of the function of trade-marks.'® 

After the bill passed the House, the Senate committee worked out some changes. 
The only one of importance with respect to “related companies” was the addition 
to Section 5, without discussion, of a qualifying sentence to the effect that the 
“mark shall not be used in such manner as to deceive the public.”"* This qualifica- 
tion carried over to the bill finally passed in 1946. 

Other features of the bill caused difficulty, including the broad assignment pro- 
vision, which was ambiguously modified.’* The bill, though passed by the Senate, 
was shelved by a motion to reconsider.’® 

The next Congress, in 1941 and 1942, again saw both the Senate and the House 
passing the bills in varying forms, without reaching ultimate agreement. The 
House for the first time dropped all reference to “ownership” as a method of con- 
trol.” It passed a bill which, like the statute enacted in 1946, did not specify the 
manner of control. 

The Seventy-eighth Congress, in 1943 and 1944, again failed to enact the law, 
this time because of a last-minute marshalling of opposition by those fearing a seri- 
ous blow to the antitrust laws." This feature of the history of the statute and of 
the “related companies” provision will be considered later.** It should be pointed 
out here that an effort to eliminate the Department of Justice objections through 
confining use by related companies to those companies wholly owned by the regis- 
trant was made and rejected.”*> However, the hearings did make it clear that when 


1° Thid. 

17 86 Conc. Rec. 8990 (1940). Technical improvements were made in the language by the Senate 
Committee on Patents. The definition of “related company” was also somewhat modified. The lan- 
guage chosen retained the reference to control by “ownership, or contractual relationship” over the 
nature and quality of the goods which “‘is exercised by the registrant.” Jd. at 8993. Mere power of 
control without its actual exercise would not seem to fall within this language. 

18 Id, at 7203. 19 Td. at 8993. 

29 88 Conc. Rec. 7432, 7436 (1942). Note that the House also restored the requirement of assign- 
ing good will along with the mark. Id. at 7433. This became a fixture in later versions considered by 
the Congress, as did the qualification with respect to cancellation for misrepresenting the source of goods. 
For the bill passed by the Senate, see 87 Conc. Rec. 7445 (1941). 

#200 Conc. REc. 9439 (1944); Hearings before the Subcommittee on Trade-Marks of the Senate 
Committee on Patents on H. R. 82, 78th Cong., 2d Sess. 57-154 (1944). 

*2-The 1943 bill arrived at the language ultimately adopted for Section 5 and the definition of 
“related company” except for the word “legitimately.” A “related company” was for the first time 
defined as any person who “controls or is controlled by” the registrant with respect to the nature and 
quality of the goods. At first blush this would seem to permit registration by either the subsidiary or 
the parent company. See Lestie Taccart, Statutory New Concepts oF TRaDE-MARK OwnersiP 69, 
77 (Practicing Law Institute, 1948). This lecture is an excellent treatment of the subject. Dr. Deren- 
berg, participating in the discussion, raised serious doubts as to the right of the related company to obtain 
“the registration in its own name in every case, although the definition seems to say that.” Id. at 79. 

28 Hearings before the Subcommittee on Trade-Marks of the Senate Committee on Patents on H. R. 82, 
78th Cong., 2d Sess. 96, 147-148 (1944). The suggestion was made at various times by Assistant Com- 
missioner Frazer, Senators Pepper and Hawkes, and Mr. Moyer of the Department of Justice. 
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the related companies were parent and subsidiary, “probably but not necessarily” 
the requisite control over quality would result.** This is of considerable importance 
to affiliated companies who might consider the right to control, without its exercise, 
sufficient to satisfy the statute. 

The Seventy-ninth Congress, in 1946, finally enacted the Lanham Act. In doing 
so the Senate added to Sections 5 and 45 the word “legitimately” to satisfy those 
fearing the employment of related companies to evade antitrust policy.” 


II 


Jupicta, Founpations For THE New SraTuTE 


The Lanham Act represents a challenge to the courts. There is much room with- 
in the licensing provisions for construction with a view to the requirements of a 
sound public policy. The development of the meaning of the statute is of interest not 
only from this broad public view, but also from the standpoint of trade-mark owners 
whose conceptions of vast licensing authority may some day lead to a rude awaken- 
ing, with valuable business assets sacrificed. The meaning of the Act in large 
measure will revolve around the concept of “control” and the significance of the 
prohibition against deception of the public. 

The flavor of judicial opinion before the new statute was passed relating to 
licensing will provide not only a key to the meaning of the statute, but a guide 
to those policy considerations which are appropriate.” 

It is somewhat alarming to contemplate that the reaction to the broad generaliza- 
tions of the past, that licensing of trade-marks is improper,?’ may be an equally 
misleading assumption that licensing is now permitted, with only a formal curtsey 
to statutory requirements needed. 


#4 Td. at 27. Mr. Fenning, who had been active in preparing the legislation, made this statement. 

*° Thus Section 5 required that the mark be “used legitimately by related companies,” and Section 
45 defined a related company as a person who “legitimately controls or is controlled by registrant.” 
The explanation of these changes, agreed to by the House in conference, is singularly unhelpful, for the 
adverb is defined by using the adjective. 92 Conc. Rec. 7525, 7526 (1946). Thus it is exhilarating to 
learn that the amendment adding the word “legitimately” ‘‘makes clear that, under Section 5 of the House 
bill, the use by related companies of a registered mark or a mark sought to be registered must be legiti- 
mate.” 

2° For a general review of licensing cases, see 1 Harry D. Nims, Unrair CoMPETITION AND TRADE- 
Marks 122 ef seq. (1947); 2 RupotF CaLLMANN, UNFAIR CoMPETITION AND TRADE Marks 1067 et seq. 
(1945); Water DERENBERG, TRADE Mark ProretcTion AND UNFAIR TRADING 571 (1936). 

*7 The general statement, frequently made, is illustrated by Macmahan Pharmacal Co. v. Denver 
Chemical Mfg. Co., 113 Fed. 468, 474-475 (C. C. A. 8th 1901): “A trade-mark cannot be assigned, or 
its use licensed, except as incidental to a transfer of the business or property in connection with which 
it has been used.” 

On the other hand, it was a not uncommon practice to license or partially assign a mark under cir- 
cumstances where no special agreement seemed necessary. For example, the mere resale of branded goods, 
without change of form or packaging, would not seem to require permission from the owner in the 
form of a license to use the mark. But such a license is often employed. See Corral, Wodiska y Ca. 
v. Anderson, Thorson & Co., 95 F. 2d 11 (C. C. A. 7th 1938), cert. denied, 305 U. S. 613 (1938); 
Empire Paper Co. v. Carew Mfg. Co., 20 F. 2d 281 (App. D. C. 1927); Hicks v. Anchor Packing Co., 
16 F. 2d 723 (C. C. A. 3d 1926); California Wine & Liquor Corp. v. William Zakon & Sons, Inc., 297 
Mass. 373, 8 N. E. 2d 812 (1937). Even the reconditioning of a product and its resale under its 
branded name has been recently sustained, provided the public is advised the product is not new. 
Champion Spark Plug Co. v. Sanders, 331 U. S. 125 (1947). 
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The truth of the matter is that some licensing was well recognized before the 
Lanham Act, and the important consideration even then seemed to be the need to 
regulate the licensee’s use. The types of cases in which licensing was approved 
develop this fact. 

Ingredient control by manufacturer. The first of these types of cases is that in 
which the licensor manufactures the chief ingredient of the product, thus controls 
its quality, and perhaps supplements this control with regulation over the production 
of the entire finished product. The Coca-Cola cases are the most famous.** There 
the licensor manufactured a syrup to be sold as a fountain drink and, with a some- 
what different formula, to be combined in specified proportions with carbonated 
water as a bottled drink. The bottling rights were granted to licensees and sub- 
licensees under contract provisions calling for the most rigid kind of inspection and 
supervision of the entire process to insure wholesomeness and uniformity of quality.?° 
In other cases, a trade-mark for flour was permitted to be used on bread made by 
bakers using the licensor’s product; a trade-mark for rayon yarn was used by a fabric 
manufacturer in like circumstances; a mark for woolen cloth was employed by a 
licensed clothing manufacturer; a brand for cotton piece goods, by selected shirt and 
blouse makers.®® As far as the cases reveal, the incidental control over the further 
processing of the goods was not as satisfying in some instances as in the bottling 
cases. The yarn manufacturer maintained effective control by a contractual require- 
ment of independent testing of the quality of the fabrics, and the cotton piece goods 
licensor contracted for a joint guaranty by itself and the licensee of the shirts and 
blouses manufactured. But we are not advised as to whether there was an effective 
arrangement, or any at all, in the other cases. 

Foreign licensors and simulated ownership. The second type of situation in 
which the courts have given an approving nod to licensing is the granting of ex- 
clusive sales rights in this country for a foreign-made product.*' Since this in 


38 Coca-Cola Co. v. Bennett, 238 Fed. 513 (C. C. A. 8th 1916); The Coca-Cola Bottling Co. v. The 
Coca-Cola Co., 269 Fed. 796 (D. Dela. 1920); Coca-Cola v. J. G. Butler & Sons, 229 Fed. 224 (E. D. 
Ark. 1916). 

2° See Coca-Cola Co. v. J. G. Butler & Sons, 229 Fed. 224 (E. D. Ark. 1916). The licensor set the 
standards for the product which was to be bottled. All plants were subjected to a system of inspection 
and supervision to insure a sanitary and wholesome product. Inspectors, who were required to make 
reports, also took samples of the product both before and after the syrup had been mixed with the 
carbonated water. The inspectors were equipped with gas test gauges, hydrometers, and other instru- 
ments to enable them to determine whether or not the product was being put up in accordance with 
instructions. Other instruments were used to test each machine used by the bottler to determine 
whether the machine was throwing the right amount of syrup into each bottle. The samples taken 
were chemically examined, and any necessary changes were prescribed. If necessary, the chemical 
expert and a member of the advisory board were sent to make personal investigations. The water 
was chemically tested, the sanitation of the plant inspected, and the amount of carbonic acid gas being 
used checked. 

8° Ralston Purina Co. v. Saniwax Paper Co., 26 F. 2d 941 (W. D. Mich. 1928) (flour); Crown 
Fabrics Corp. v. American Viscose Corp., 145 F. 2d 246 (C. C. P. A. 1944) (rayon yarn); H. Freeman 
& Son, Inc. v. F. C. Huyck & Son, Inc., 7 F. Supp. 971 (N. D. N. Y. 1934) (woolen cloth); B. B. & 
R. Knight, Inc. v. W. L. Milner & Co., 283 Fed. 816 (N. D. Ohio 1922) (cotton piece goods). 

*1 American Dirigold Corp. v. Dirigold Metals Corp., 125 F. 2d 446 (C. C. A. 6th 1942); Lalanne 
v. F. R. Arnold & Co., 39 F. 2d 269 (C. C. P. A. 1930); Scandinavia Belting Co. v. Asbestos & Rubber 
Works of America, Inc., 257 Fed. 937 (C. C. A. 2d 1919), cert. denied, 250 U. S. 644 (1919). 
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essence assures ingredient control, it is almost a refinement of the kind of case just 
considered. However, sometimes some rights of manufacture are also accorded to 
the licensee.*? Further, registration under the old trade-mark statutes was permitted 
the domestic company on the theory that it was the “owner” of the mark for the 
United States, even though its tenure was limited.** The rationale of the cases 
may well be that this simulated ownership and use in the United States by a single 
company makes the international license of no local interest. 

Formula control—patented goods. A third and well-recognized type of license 
is for manufacture of goods under a patent owned by the licensor, and for the appli- 
cation to the finished product of the licensor’s trade-mark. Here the licensor does 
not not supply the chief ingredient, as did the Coca-Cola Company and the flour 
company, but his control is exerted by furnishing the formula for a patented item. 
The theory here seems to be that the trade-mark does not signify to the public that 
the goods emanate from a single source, but rather that the articles were manufac- 
tured in accordance with the patent.** If this is the theory, seemingly the licensor 
of the trade-mark should be required to supervise production and prevent departure 
from the teachings of the patent or the best judgment of the patentee. 

Some of the patent cases provide ample warning that supervision must supple- 
ment the simple granting of a right to practice an invention. In Adam v. Folger, 
a license to make, use, and sell patented water heaters was granted, along with the 
privilege to use the mark “Victor” on goods made in accordance with the specifi- 
cations of the patent. The license was terminable on certain conditions, including 
departure from specifications. The licensee apparently was subjected to some super- 
vision, for the licensor terminated the agreement because of such a departure. In 
this suit the licensor’s right to terminate and sue for subsequent trade-mark and 
patent infringement was upheld. The license of the trade-mark was deemed appro- 
priate since it was for use on patented goods, and not otherwise. This distinction 
was much in the mind of the court, for it said: “We pass the question of farming 
out trade-marks on competitive articles as inapposite.”** 

And in Smith v. Dental Products Company,*" a dental surgeon, licensing his pat- 
ents for certain instruments and medicines along with his trade-marks, retained the 
full right to change formulas or ingredients, and spent considerable time, sometimes a 
week or a month continuously, at the licensee’s plant. The court noted that he 
“retained well near absolute control over the manner of advertising, manufacture 
and sale of the products involved .. .”°8 Under these circumstances the licensor 


2 The validity of use on domestically made goods was reserved in Scandinavia Belting Co. v. Asbestos 
& Rubber Works of America, Inc., 257 Fed. 937, 956 (C. C. A. 2d 1919), cert. denied, 250 U. S. 644 
(1919). 

8° This was referred to as a “special ownership” in Lalanne v. F. R. Arnold & Co., 39 F. 2d 269 
(C. C. P. A. 1930). 
*4 Hoffman v. B. Kuppenheimer & Co., 183 Fed. 597 (C. C. N. D. Ill. 1910). 
85 120 Fed. 260 (C. C. A. 7th 1903). 8° 1d. at 264. 
*7 140 F. 2d 140 (C. C. A. 7th 1944), cert. denied, 322 U. S. 743 (1944). 
8 Id. at 147. 
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was held to have preserved full rights in the trade symbol.*® 

It is only fair to add that in other patent cases there is’ no indication that the 
licensor did anything more than license the patent and the mark, thus offering 
a formula which presumably was not wholly disregarded by someone willing to 
pay to have its advantages. In these cases, however, the absence of more effective 
control was not questioned.*° 

Licenses by partners or employees. This fourth category embraces licensing of 
marks by persons who become associated with the licensee, presumably in a position 
of some authority or influence. Here it may be assumed that the identity of the 
owner of the mark with the licensee prevents deception of the public. This is 
true of course if the licensor has an effective voice in that part of the business con- 
cerned with the transferred mark. Some measure of continued control over quality 
would still seem to be the test. 

It has been held that a partner may license his firm to use his mark and still 
maintain ownership of the symbol.*? Under such a license the trade-mark does 
not become a firm asset. Even an employee, however, may license his mark for the 
duration of his employment.*? Here the anomalous situation is that though the 
employee has persuasive power in controlling quality by his right to resign and 
withdraw use of the mark, the employer may have economic power to induce a 
continuation of the employment irrespective of changes in the goods. 

A clearer case is that of a service mark adopted by a gentleman aptly named 
Lowell Lamb, a sorter and grader of furs. Lamb used a walking animal sign, 
along with the slogan: “We are going to Lowell Lamb to be assorted, where our 
value will be appreciated.” The mark was employed in his independent business 
and also in connection with work done as an employee of a number of companies. 
The court held that Lamb was the owner of the emblem and that the mark was not 
lost by virtue of its use in limited advertising of an employer’s business.** Patently, 
here the owner had full control over the quality of the service performed. 

Control by stock ownership. Licenses to companies related by stock ownership 
will usually involve, as a starting point, at least a dormant power of control. Where 
stock ownership results in voting control, the power, though at rest, clearly can be 


®°In another case, where control of the nature of the goods resulted from the licensor’s supplying 
the patented waterproof cement coating, the license of the trade-mark was held valid. Waterproofing 
Co. v. Hydrolithic Cement Co., 153 App. Div. 47, 138 N. Y. Supp. 265 (1912). 

*°Mathy v. Republic Metalware Co., 35 App. D. C. 151 (1910); Batcheller v. Thomson, 93 Fed. 
660 (C. C. A. 2d 1899). The license of a trade name in connection with a patent will not necessarily 
prevent the licensor from otherwise employing it in connection with goods under another patent. Maga- 
zine Repeating Razor v. Read Drug & Chemical Co., 30 F. Supp. 194 (D. Md. 1939). There is some 
danger in licensing of trade-marks used for patented goods, for the courts may deem the licensee in a 
particularly advantageous position to claim the term has become generic and thus available to all after 
the patent expires. Amiesite Asphalt Co. v. Interstate Amiesite Co., 72 F. 2d 946, 947 (C. C. A. 3d 
1934). The reasoning of such an argument would seem, however, to be very strained. 

“1. F. Pritchard Co. v. Consumers Brewing Co., 136 F. 2d 512 (C. C. A. 6th 1943), cert. denied, 
321 U. S. 763 (1944). 

“2 Nelson v. J. H. Winchell & Co., 203 Mass. 75, 89 N. E. 180 (1909). 
“3 Lowell Lamb & Co., Inc. v. Herskovits, 204 App. Div. 407, 198 N. Y. Supp. 55 (1923). 
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exercised at all times. Where it is in fact exercised by the parent or by the sub- 
sidiary owning the mark, the courts have found no difficulty in sustaining the 
validity of the license. 

In the Keebler Weyl Baking Company case,** the subsidiary brought suit for 
infringement of its unregistered trade-mark “Club Cracker.” The defense in part 
was abandonment of the mark by the plaintiff by virtue of unlawful licensing. 
Plaintiff was one of sixteen wholly owned subsidiaries of United Biscuit Company, 
a holding company which controlled the policies, methods of sale, and manufacture 
of the others. The kind of control is not indicated, though we are informed plain- 
tiff consented to the use of its mark by seven of the other subsidiaries, and assisted 
some or all of them at least in the initial stages of preparation for manufacture. The 
court sustained the validity of the mark, and used language which showed it had 
been satisfied by the record that the products of all the companies were identical by 
virtue of the directions and instructions of the owner. 

The parent may control quality even more directly by manufacturing the 
product and licensing its wholly owned subsidiary to carry on the distribution and 
sales function.“ But even where, in the Vermont Maple Syrup case,‘ control was 
less certain, by virtue of mere 50 per cent ownership in a company which itself 
produced goods under the licensed brand, the license was upheld and ownership 
deemed retained by the licensor. Here, significantly, the licensor had the power to 
terminate the license at will, and thus had practical control which should not be 
overlooked. The court made no effort to develop what control in fact had been 
exercised. 

This may point to a more lenient attitude toward licensing among relatives. But 
the rules, though a trifle milder, have not been abolished in the past.“® And the 
old admonition, upon occasion delicately voiced by lawyers, that friendly relatives 
may some day fall out, has its application to the licensing of trade-marks among 
artificial persons related by stock ownership.” 

Without benefit of statutory authorization, licensing has sprung up and been 
approved in the types of cases considered. What is more, there has even been some 


“* Keebler Weyl Baking Co. v. J. S. Ivins’ Son, Inc., 7 F. Supp. 211 (E. D. Pa. 1934). 

‘5 The court observed: “I can see no imposition upon the public, no abandonment, and no other 
element which impairs a trade-mark right when the corporation which owns it, which in turn is owned 
by a general control, permits other corporations under the same general control to use the mark upon an 
identical product which they produce in accordance with the owner's directions and instructions.” 
Keebler Weyl Baking Co. v. J. S. Ivins’ Son, Inc., 7 F. Supp. 211, 214 (E. D. Pa. 1934). 

*° Universal Laboratories, Inc. v. Jean Vivaudou Co., 65 U. S. P. Q. 475 (S. D. N. Y. 1945). 

*7 Vermont Maple Syrup Co. v. F. N. Johnson Maple Syrup Co., 272 Fed. 478 (D. Vt. 1921). 

“°In Andrew Jergens Co. v. Woodbury, Inc., 273 Fed. 952 (D. Dela. 1921), aff'd, 279 Fed. 1016 
(C. C. A. 3d 1922), cert. denied, 260 U. S. 728 (1922), a license to a subsidiary, with the retention of 
a concurrent right of the parent to use the mark during the balance of the latter’s corporate life, was 
sustained. The problem was simplified by the court’s decision that the residual rights retained, and the 
licensing terminology used, did not prevent the transaction from actually being an assignment with the 
good will of the business. 

“° Cf. United States Ozone Co. v. United States Ozone Co. of America, 62 F. 2d 881 (C. C. A. 7th 


1932). 
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extension of licensing to use of a mark on related commodities not previously within 
the manufacturing and selling experience of the licensor. In Finchley, Inc. v. 
George Hess Company,”® a trade-mark previously used by its owner on men’s and 
women’s clothing was licensed to a hat manufacturer. In an infringement proceed- 
ing, the defense of unclean hands was premised on this license and the asserted 
resulting fraud on the public. The court ruled that no fraud was proved and the 
license was valid, since the testimony showed that plaintiff passed on the quality of 
the hats, as well as the models and styles, manufactured for sale in plaintiff's store 
and elsewhere by the licensee under the terms of the agreement. 

It has also been held possible for the owner to license his mark to one person for 
manufacture of one product and to others for production of a different line of 
goods. Thus “Schick” for razors was licensed to one company and “Schick” for 
electric shavers to another.** Control in each case rested on a patent owned by the 
licensor. This split in use of a single mark was accomplished in another case, in- 
volving “Flexees,” by the creation of a second corporation owned by the same 
stockholders, in the same proportion, as those who owned the first.°? The line be- 
tween assignment and license grows hazy here, in view of the recent more liberal 
tendency of the courts, now solidified in the Lanham Act, to permit a partial assign- 
ment of good will along with the mark embodying it. 

We have already noted ‘that extension of a mark to finished goods by licensing 
may be achieved by continued production and control of the chief raw material, 
supplemented by other safeguards.** But the mere licensing of a mark used by 
the owner for one drug to an independent licensee, over whom no supervision is 
assumed, for use on another drug, is deemed a false and deceitful designation con- 
stituting an abandonment of the. symbol.” 

In general, it may be taken as a fact that the establishment of a network of 
licensed users without supervision over the product has led to forfeiture of the 
“congenial symbol” used to “impregnate the atmosphere of the market.”°* The 
extensive licensing of “Mother Parker” for baked goods resulted in such a private 
catastrophe. The Supreme Judicial Court of Massachusetts wisely observed: 


50 54 F. Supp. 94 (E. D. N. Y. 1938). 
52 Magazine Repeating Razor Co. v. Read Drug & Chemical Co., 30 F. Supp. 194 (D. Md. 1939). 


52 Flexnit Co. v. Artistic Foundations, Inc., 68 U. S. P. Q. g2 (S. D. N. Y. 1946). The original 
company used the mark on foundation garments and production was extended to bathing suits by crea- 
tion of the second corporation. The court ruled there was no waiver or renunciation of rights, especially 
since the bathing-suit business did not compete with the original venture. 

58 Ph. Schneider Brewing Co. v. Century Distilling Co., 107 F. 2d 699 (C. C. A. roth 1939) (the 
mark and good will associated with one kind of whiskey held properly assigned without transfer of 
rights in other whiskies); Gould Engineering Co. v. Goebel, 320 Mass. 200, 68 N. E. 2d 702 (1946) 
(“Gould” for oil burners, and for fuel oil, assigned separately for each phase of business). For some 
of the complexities, see R. M. Hollingshead Corp. v. Davies-Young Soap Co., 121 F. 2d 500 (C. C. P. A. 
1941). 
5¢H, Freeman & Son, Inc. v. F. C. Huyck & Son, Inc., 7 F. Supp. 971 (N. D. N. Y. 1934); B. B. 
& R. Knight, Inc. v. W. L. Milner & Co., 283 Fed. 816 (N. D. Ohio 1922). 

55 Macmahan Pharmacal Co. v. Denver Chemical Mfg. Co., 113 Fed. 468 (C. C. A. 8th rgor). 

5 The phrase is Mr. Justice Frankfurter’s, in Mishawaka R. & W. Mfg. Co. v. S. S. Kresge Co., 


316 U. S. 203, 205 (1942). 
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One who has developed a trade mark as a guaranty of the quality of his merchandise 
should not be permitted to license its use apart from his business to those who may sell 
an inferior product. 

The granting of the licenses here was not incidental to the sale of the plaintiff’s 
business or of any merchandise that she manufactured or sold. So far as appears, the 
defendant was merely given licenses to use the trade mark on bread and doughnuts that 
he sold regardless of their source. It was not transferred in conjunction with any patented 
process or secret formula . . . There was nothing in the licensing agreements that required 
that the bread or doughnuts sold by the defendant conform to any fixed standards. The 
defendant apparently was at liberty to affix the trade mark to any bread or doughnuts 
that he chose.5? 


The Seventh Circuit has skirmished briefly with an interesting sidelight. It has 
ruled that a license of a mark to a sales agent does not require summary dismissal 
of a suit based on property in the symbol, even though the plaintiff-licensor per- 
mitted his agent to sell cheese manufactured by another company, whose identity 
was unknown to the trade-mark owner, under the symbol.°® Doubts as to the de- 
gree of plaintiff's knowledge of the use on goods of other manufacture, the mani- 
festation of permission, and the extent of the use may have been elements leading 
to reservation of the point. 

Where licensing of trade names is involved, the attitude of the courts appears to 
be somewhat more receptive. This may stem from the not infrequent practice of 
approving use of the same name by two companies, provided. qualifying phrases 
are used when needed to explain the lack of business connection.°® The point of 
reference with respect to trade names is thus different and the assumption is made 
by the cases that exclusiveness of use is not required to the same extent in the 
public interest. Consequently, the licensing of a trade name without the types of 
control described may nevertheless fully protect the owner when he endeavors to 
withdraw his consent pursuant to the contract terms. A hotel may grant an entirely 
independent company a license to use its name in conducting a pharmacy on the 
premises, and withdraw its permission when the business moves elsewhere.® A 
company manufacturing and wholesaling drugs may license retailers to operate as 
parts of a vast merchandising system, use the name “Carroll Dealer” and a dis- 
tinctive store front, and otherwise adhere to the distributive plan developed, and yet 
retain full right to withdraw the trade name on two weeks’ notice.®* Such cases 
are not entirely divorced from control, and in other instances the control is even 
clearer.°* But the judicial atmosphere is freer and more relaxed. 


57 Broeg v. Duchaine, 319 Mass. 711, 713-714, 67 N. E. 2d 466, 468 (1946). See also Everett O. 
Fisk & Co. v. Fisk Teachers’ Agency, 3 F. 2d 7 (C. C. A. 8th, 1924). 

58 Purity Cheese Co. v. Frank Ryser Co., 153 F. 2d 88 (C. C. A. 7th 1946), reversing 57 F. Supp. 
102 (E. D. Wis. 1944). Judge Major, in his dissent, stressed this manufacture by a third party whose 
identity was unknown to the owner of the symbol. He thought under such circumstances the public 
would be misled as to the source of the goods. ; 

5° J. F. Rowley Co. v. Rowley, 18 F. 2d 7oo (C. C. A. 3d 1927). See also Nisley Shoe Co. v. 
Nisley Co., 72 F. 2d 118 (C. C. A. 6th 1934), cert. denied, 293 U. S. 602 (1934). 

°° Panhellenic House Ass’n v. Savio, 81 N. Y. S. 2d 868 (1948). 

®! Associated Perfumers, Inc. v. Andelman, 316 Mass. 176, 55 N. E. 2d 209 (1944). 

°? The licensing of marks and other elements of control may create Robinson-Patman Act problems. 
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On the whole, it would be simple-minded to treat all judges and courts as ex- 
pounding a minutely defined, Socratic conception of what is appropriate trade-mark 
licensing. The law is not that certain and consistent. Without endeavoring to 
mold justice into a single shape, it has been suggested that licensing obtained a 
foothold prior to the Lanham Act, and the control over the nature and quality of 
the goods was the focal point for validity. 


Ill 

INTERPRETATION OF THE “RELATED CoMPANIES” PRovisioN IN THE PusLic INTEREST 

The continued development of the law of trade-mark licensing, now under 
the sponsorship of formal statutory authorization, will be in the public interest only 
if certain factors are carefully considered. The policy of the antitrust laws should 
not be carelessly sacrificed; the prohibition of use “in such manner as to deceive the 
public” should be respected; and, as a necessary corollary, control of quality by the 
licensor should be. made a really significant measuring rod for licensing validity. 
These matters will now be considered. 


A. Trade-Mark Licensing and the Antitrust Laws 

Since the trade symbol is a species of monopoly, it is not unnatural to consider 
the effect of the new Lanham Act on the policy of the Sherman and Clayton acts. In 
the present context this consideration must be confined to the impact of the licensing 
provisions on antitrust policy. A sense of balance is the hardest thing for fair- 
minded specialists to achieve in their field of special competence.®* Many are 
“infected with monopoly-phobia.”** This has led one authority, who confesses to 
having discussed the relationship of the antitrust laws to almost everything else, 
to wonder when he will consider their relationship to a ham sandwich.” It has been 
wisely noted that trade symbols inherently do not lend themselves to the burdensome 
monopoly sometimes resulting from patent grants. But though it is not believed 
justified, in the usual context, to refer to trade-marks as increasing competition,” 





See Paul M. Cooter ef. al., FTC Dkt. No. 5460, complaint issued Aug. 28, 1946; Independent Grocers 
Alliance et al., FTC Dkt. No. 5433, complaint issued April 18, 1946. 

°8 This was the character of the men who testified on the bill, but as Francis Bacon observed: 
“Some men become attached to particular sciences and contemplations, either from supposing themselves 
the authors and inventors of them, or from having bestowed the greatest pains upon such subjects, 
and thus becoming most habituated to them. If men of this description apply themselves to philosophy 
and contemplations of a universal nature, they wrest and corrupt them by their preconceived fancies. . . . 
The chemists, again, have formed a fanciful philosophy with the most confined views, from a few 
experiments of the furnace. Gilbert, too, having employed himself most assiduously in the consideration 
of the magnet, immediately established a system of philosophy to coincide with his favorite pursuit.” 
Novum OrcanuMm, Bk. I, pt. 54 (rev. ed. 1944). 

°*“There are some persons, infected with monopoly-phobia, who shudder in the presence of any 
monopoly. But the common law has never suffered from such a neurosis.” Eastern Wire Corp. v. Winslow- 
Warren Ltd., 137 F. 2d 955, 958-959 (C. C. A. 2d 1943), cert. denied, 320 U. S. 758 (1943). 

°5 MiLToN HANDLER, TRADE MARKS AND THE ANTI-TRUsT Laws 225 (Practicing Law Institute, 1948). 

*° The thought is that competition is increased because the public is presented a choice of brands. 
This is not the pure type of competition with which economists are concerned. The practical effects of 
trade symbols in the battle of competition versus monopoly in any field may depend on the strength of 
the marks and the facts of the industry. The only generalization justified is that trade-marks are here 
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it is fair to conclude that at least thus far the trade symbol has not produced the 
sharp battles with Sherman Act policy seen in the patent and even the copyright 
field. 

The impact of the Lanham bill aroused the fears of the Department of Justice, 
which filed a statement raising some serious antitrust objections. These led to 
important modifications in the public interest.** Other objections, however, were 
not so well conceived. 

The testimony of the Department of Justice representatives revealed their objec- 
tion to trade-mark licenses granted to other than wholly owned subsidiaries. The fear 
was expressed that mere contractual relationship as a basis for joint use and control 
of a mark “would be used as colorable legal sanction for contracts directed toward 
price control, against the production of competitive products, for allocations of 
markets, divisions of uses, and fixing channels of distribution.”** Again, it was 
urged that a licensed mark would cease to stand for the origin or source of the 
product and would merely become the name of the product itself. Competition, it 
was said, would be eliminated between joint users and the contracts would be 
directed towards price fixing. To the extent the hazards of competition were re- 
moved, the individual producer would be reluctant to introduce new or improved 
products except by group agreement. Further, the trade-mark owner would have 
placed in his hand an instrument for securing from other or new producers ad- 
herence to conditions for continuance in or entry into a market.®° 

Many of these objections obviously go far beyond trade-mark licensing and 
range over the entire field of collusive conduct. To some degree the “related com- 
panies” provision might lead to standardization of product and quality, though this 
feature was not stressed by the Justice representatives. Nor did they mention that, 
basically, licensing would permit some measure of expansion of productive capacity 
without further capital outlay or merger with other companies. 

The answer provided by Professor Handler, which alleviated these fears to a 

considerable extent, was this: 
The definition does not confer any power on one company to control another company. 
When you read the definition with section 5 that where the relationship between two 
companies is such that one controls the nature and the quality of the goods and services 
which it puts out, that is recognition of a fact and not the creation of a power . . . And 
the section is purely of a trade-mark character and not a leverage for the projection of 
mark control by one company as against its competitors.” 





to stay, and that some additional protection was given by the new statute to an extent not “‘yet judicially 
realized, even if not quite so much so as the already voluminous literature assumes.” Best & Co. v. Miller, 
167 F. 2d 374, 378 (C. C. A. 2d 1948), cert. denied, 335 U. S. 818 (1948). Cf. HaNpLER, op. cit. supra 
note 65, with Note, The Monopoly Concept of Trade-Marks and Trade Names and “Free Ride” Theory 
of Unfair Competition, 17 Gro. Wasu. L. Rev. 112 (1948). 

°" Hearings before the Subcommittee on Trade-Marks of the Senate Committee on Patents on H. R. 
82, 78th Cong., 2d Sess. 58-71 (1944). 

°° Id. at 58. *° Id. at 63. 

7 Id. at 95. 
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Another troublesome problem was posed by an industry representative, Miss 
Robert, who urged the need to allow licensing by other than affiliated companies. 
She suggested that if Williams manufactured shaving cream, but not soap, it might 
want to license its mark for soap to an independent company over whom it exerted 
the necessary control as to quality." The Justice representative acknowledged this 
as a frank statement and questioned whether potential competitors should be allowed 
to enter into agreements with respect to the quality “and other elements” of their 
products. But he continued, compelled by his own momentum, to summarize the 
plan to which he objected as being this: “We will let you use our Williams mark on 
soap, but you stay out of the toothpaste and shaving-cream field.”"* In fact, no such 
agreement would be tolerated; the real objection is much more subtle. A company 
which is wed to the Williams mark on soap may to some undefined degree prove 
reluctant to develop a different mark for competition in the toothpaste or shaving- 
cream fields. But this is true of the Coca-Cola bottling company, where, but for 
the favorable licensing arrangement, a competitive soft drink might have been 
produced. The legality of the Coca-Cola plan was pointed out in rebuttal.” 

The upshot of the debate was the eventual addition of the concept of use “legit- 
imately” by related companies, meaning not in violation of other laws—a fairly self- 
evident proposition.” 

From what has been said it is apparent that antitrust involvements of trade-mark 
use by related companies must be resolved entirely apart from the Lanham Act. 
Such licensing is sanctioned for trade-mark purposes by the new statute and cannot 
be considered in itself to be evidence of collusion or other illegal conduct. On the 
other hand, the statute cannot serve as a mantle to conceal illegality or as proof of 
innocent operation under law. _ 

Judge Forman’s recent decision in United States v. General Electric Company 
amply demonstrates the applicable principle. There General Electric licensed West- 
inghouse' to use its trade-mark “Mazda” on tungsten filament lamps made in ac- 
cordance with elaborate specifications developed by research laboratories maintained 
at heavy expense by General Electric. The court declined to strike down the mark 
and ruled that “under ordinary circumstances there would be no vice in General 
Electric licensing the use of the ‘Mazda’ symbol conditioned upon observance of 
its technical specifications.”"* But the court found that under all the circumstances 
of the joint use made by Westinghouse and General Electric to suppress competition, 
including the refusal to license others, “the design in the general pattern of monop- 
oly” of the industry became vivid, and “ ‘Mazda’ formed a panoply to screen inter- 


™ Id. at 148. 

™ Id. at 149. 

73 Id. at 150. 

™ Other changes in the statute, including the creation of a defense that the mark is used to violate 
the antitrust laws, were of greater significance. See §33(b)(7). 

7 82 F. Supp. 753, 849 (D. N. J. 1949). 
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related General Electric-Westinghouse activities.”"* In other words, the court found 
monopoly and combination by virtue of an asserted pattern of conduct, and not 
because of the license itself. 

Even more recently, on March 3, 1949, Judge Freed, in United States v. Timken 
Roller Bearing Co.," found an international cartel, which allocated world markets 
and fixed prices, violated the Sherman Act. The defendant, the co-conspirator 
located in the United States, allocated the use of the trade-mark “Timken” 
to each of the parties in its territory and required that no bearings be manufactured 
or sold except under that mark. All rights to the mark were to be surrendered to 
defendant upon termination of the contract. The court found that the trade-mark 
restrictions alone did not serve as direct instruments to eliminate competition, but 
that they had been “most helpful in buttressing other illegal conduct to achieve the 
desired result. They were integral parts of the general scheme to suppress trade.”7® 
The court then turned to the argument of defendant that the restraints imposed were 
reasonable since merely ancillary to trade-mark licensing. This Judge Freed thought 
was a novel question. He rejected the argument as unsound, ruling that the Sher- 
man Act policy of forbidding allocation of world markets and pricé fixing was not 
nullified by trade-mark licensing. And, in passing, the court noted the Lanham Act 
“did not open the door to employ a trade-mark as an instrument to undermine the 
antitrust laws.””° 

B. Public Deception and Trade-Mark Licensing 


It is patent that the use of marks by related companies must scrupulously avoid 
any public deception.8° That is required by the specific provision of Section 5 of 
the Act. The recognition of this principle in broad statutory terms provides ample 
room for interpretation in the public interest. 

The English Board of Trade recommended a system of registered users, with 
requirements for public disclosure of the terms of the license and with authority 
vested in an administrative official to determine ab initio what conditions should 
be imposed and whether the public interest is served by the contemplated plan.™ 
This produced a law quite different from ours in one respect. We neither permit 


*° Id. at 850. The court stressed that the license ran to a single company which was otherwise bound 
to price maintenance under a patent license and to production quotas. It also referred to use of the 
mark by the two companies to frame specification requirements on government bids that would limit 
participation by outsiders. 

For the discussion of the “Mazda” mark in the legislative history of the Lanham Act, see Hearings 
before the Subcommittee on Trade-Marks of the Senate Committee on Patents on H. R. 82, 78th Cong., 
ad Sess. 71 (1944). 

™ 81 U.S. P. Q. 28 (N. D. Ohio 1949). 

8 Id. at 48. 

7 Id. at 53. 

®° The avoidance of fraud upon the public as the touchstone to valid assignments and licensing was 
urged by Isaacs, Traffic in Trade-Symbols, 44 Harv. L. Rev. 1210 (1931). 

*2 Boarp oF TRADE, REPORT OF THE DEPARTMENTAL COMMITTEE ON THE Law AND Practice RELATING 
To TraDE Marks 30 (1934). For the statute enacted, see English Trade Marks Act, 1938, 1 & 2 Geo. 
VI, c. 22, §28. For the different Canadian experience, see Fox, Trade-Mark Assignments and Licenses 
in Canada, 35 T. M. Rep. 79 (1945). 
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such delving by our Patent Office*® nor provide the comfort recommended by the 
Board of Trade of a decision as to licensing validity without the risk of trade-mark 
loss. In view of the vague boundaries of what is public deception, the trade-mark 
owner will be well advised to consider carefully the minutest features of his business 
operations involving trade-mark licensing. 

It is suggested that at least three considerations are involved in complying with 
the “no public deception” requirement. 

The first of these is that the uniformity of the branded product be maintained 
irrespective of which of the related companies manufactures or distributes the goods. 
It may be conceded that, entirely apart from licensing, a trade symbol in the course 
of the years often will represent a fluctuating standard of product excellence.® 
Management or managerial policy may change, or assignment may shift the 
mark to a new owner. Nevertheless, though the public may be fooled if it places 
undue faith in the owner, it is entitled at least to assume that its ordinary opportuni- 
ty to find its preferences satisfied will not be dissipated by indiscriminate licensing. 
The likelihood of departure from quality, though ever present, should not be accentu- 
ated by licensing without control over the nature of the goods. Protection of the 
public against deception may be of real social significance, or may be the mere 
catering to irrational or snobbish desires built up by the reiterated suggestion of 
modern advertising. But “if the buyers wish to be snobs, the law will protect them 
in their snobbery.”** 

The trade-mark can perform its intended function only if it represents the 
guaranty of its owner that the product conforms to its own standards of integrity.®® 
This is the second requirement of the “no public deception” test. It can be fulfilled 
only if the trade-mark owner is: sufficiently vigilant as to see to it that there is 
no deterioration in the product or departure by his licensee. 

In the third place, wide-spread licensing may create special problems with respect 
to avoidance of public deception. If the number of licensees of a particular mark 
should multiply sufficiently, there may come a point where the public should be 
entitled to pick and choose among licensees. In these circumstances disclosure of 
the identity of licensor and licensee may become necessary even though in other 
cases, where a relatively few related companies use a mark, such disclosure would 
not seem essential. 

A final caveat should be added. The nature of some marks may wholly prevent 


82 The Patent Office requires disclosure in an application, “if practicable,” of the names and addresses 
of related companies. There is no requirement that the list be kept current. The rule further provides 
that if the first date of use relied on by applicant is that of a related company, the Office may require 
“proof showing that such use inures to the benefit of the applicant.” Rures or Practice In TRADE-MARK 
Cases 7.8 (U. S. Dep’t of Commerce, 1948). 

®8 Cf. Mulhens & Kropff, Inc. v. Ferd. Muelhens, Inc., 43 F. 2d 937, 940 (C. C. A. 2d 1930), cert. 
denied, 282 U. S. 881 (1930). 

®* Benton Announcements, Inc. v. Federal Trade Commission, 130 F. 2d 254, 255 (C. C. A. 2d 
1942). Cf. Standard Brands, Inc. v. Smidler, 151 F. 2d 34 (C. C. A. 2d 1945). 
®5 Schechter, The Rational Basis of Trademark Protection, 40 Harv. L. Rev. 813 (1927). 
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licensing. A trade symbol may perform many functions. If, for example, the mark 
itself connotes regional origin, and the public will be deceived if the product is 
produced elsewhere, licensing may become virtually impossible. Although a war- 
ranty of production in some particular area or country may be inferred from some 
marks, as was the case in H.N. Heusner & Son v. Federal Trade Commission® 
and Harvey v. American Coal Company,*" in other instances the courts may feel 
the public is really not deceived by false geographical designations, or may decide 
that only minor explanatory phrases will prevent deception.8® The propriety of 
licenses in such circumstances will be controlled by the observance of ordinary rules 
of fair competition. However, in the licensing field, in view of the specific language 
of the statute, it may perhaps be anticipated that doubtful cases will result in a 
finding of public deception. 
C. Control of Quality—Practical Problems 


Satisfying the statutory requirement that there be no deception of the public by 
virtue of the use of a mark by related companies will require complying with the 
further test that licensed use be confined to cases where there is control “in respect 
to the nature and quality of the goods or services in connection with which the mark 
is used.” The requisite control will serve as a shield to ward off fraud upon the 
public. The essential problem is to develop the contours of the kind of control 
needed for valid licensing. 

There is an easy starting point in the discussion of a sisi program of control. 
It is firmly believed that the theoretical right to inspect and supervise the operation 
of a licensee, if unexercised or only occasionally used, is of no legal consequence.*® 
Any challenge to the validity of the use of a mark by licensees will be fought out 
on the issue of the kind of control actually exercised by the owner of the mark. 
The mere conformity, by accident, of the licensee’s product to the standards of the 
licensor would not seem fully to satisfy the statute’s mandate that the owner of 
the symbol take steps to guarantee the quality of the product marketed. The 
fact of conformity of the licensee’s product may go far to prove that the licensor 
has exercised effective control, but it would not necessarily show it. 

Although control over quality must be maintained even where the licensor and 
licensee are parent and subsidiary, it may be expected that in such circumstances 
the courts will be somewhat more lenient in finding that the supervisory function 
has been adequately fulfilled. This may flow from the fact that directions given are 
more likely to be carried out by a company which is answerable for its negligence 


®° 106 F. 2d 596 (C. C. A. 3d 1939). 

®7 50 F. 2d 832 (C. C. A. 7th 1931), cert. denied, 284 U. S. 669 (1931). 

*® See California Apparel Creators v. Wieder of California, Inc., 162 F. 2d 893 (C. C. A. 2d 1947), 
cert. denied, 332 U. S. 816 (1947). 

*° Licensing plans providing periodic supervision of a comprehensive nature are the kind that have 
most frequently withstood judicial scrutiny. Crown Fabrics Corp. v. American Viscose Corp., 145 F. 2d 
246 (C. C. P. A. 1944); Smith v. Dental Products Co., 140 F. 2d 140 (C. C. A. 7th 1944), cert. denied, 
322 U. S. 743 (1944); The Coca-Cola Bottling Co. v. The Coca-Cola Co., 269 Fed. 796 (D. Dela. 1920). 
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265 
by virtue of the stock relationship, and which for like reasons will not be inclined 
deliberately to cheapen the product and the mark at the expense of the licensor.® 

More confusion than light has been thrown on the problem of licensing control 
by the recent decision of the Court of Customs and Patent Appeals in E. 1. Du Pont 
de Nemours & Company v. Celanese Corporation of America®’ Here Celanese 
Corporation granted American Aniline Products, Inc., a nonexclusive license to man- 
ufacture dyestuffs and apply the former’s registered mark, “Celanese.” Du Pont 
sought cancellation of the mark in the Patent Office on the ground that the use of the 
mark by American Aniline and the advertising of “Celanese” as the product of 
American Aniline, without mention of the Celanese Corporation, constituted an 
abandonment of the mark. 

The appellee filed a motion for particulars, and attached a license agreement 
made with American Aniline. The nonexclusive license for manufacture of dye- 
stuffs was limited to goods which should “in quality be up to such standard as 
may be fixed or approved” by the licensor, and the latter was to “have the right to 
inspect and test from time to time” the dyestuffs before they were offered for sale. 
Advertising matter was to be subject to appellee’s prior approval and all advertise- 
ments were to show that “Celanese” was registered and owned by appellee. The 
appellee was entitled to terminate the agreement upon six months’ notice in writing. 

Appellant produced evidence that in advertisements of which appellee was 
aware American Aniline’s name alone was associated with the mark. Appellee then 
filed a motion to dismiss. The Examiner of Interferences granted the motion and 
it was affirmed by the Commissioner of Patents.°” 

Before the Court of Customs and Patent Appeals, appellant argued in its brief 
that appellee had merely come forward with a license agreement showing the right 
to exercise control but had not shown that control was actually exercised. It asserted 
the burden of proof to show such control was on appellee. It further argued that, 
assuming the Lanham Act was applicable, Section 5 was violated by appellee because 
the Celanese Corporation and its licensee were using the same mark on the same 
kind of goods in the same territory, without informing the public that the companies 
were related. This, it contended, was deception of the public.®* 

Appellee, on the other hand, stressed that the cancellation petition contained no 
allegation that quality standards had not been enforced. The issue was, therefore, 
not presented. It further contended there was no decision requiring that labels show 
the name of the trade-mark owner, and that no deception of the public could have 


°° For a discussion of the certification mark under the Lanham Act and its distinction from use 
of a mark by related companies, see Derenberg’s comments following Taccart, op. cit. supra note 22, 
at 79-80. 

°1 167 F. 2d 484 (C. C. P. A. 1948). The majority of the court did not find it necessary to determine 
whether the Lanham Act was applicable to this case, which had been decided by the Commissioner 
before the new statute was effective. The dissenting judge thought the Act inapplicable. 
°2 69 U. S. P. Q. 258 (C. P. 1946). 
°8 Appellant’s Supplemental Brief, 3-4. 
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occurred since the public was told the name of the party with which it was dealing.®* 


Judge Hatfield, for the majority of the court, held for appellee and affirmed the 
decision of the Commissioner. He ruled that trade-mark licensing may be perfectly 
valid and does not evidence abandonment of the mark. He also held that the viola- 
tion of the licensing agreement with respect to advertising, conceded on the motion 
to dismiss, was immaterial because the petition for cancellation contained no state- 
ment that the public or anyone else was deceived by American Aniline’s conduct. 
He noted that the petition contained no allegation that the other terms of the license 
agreement were not fully carried out. The court thus squarely placed the burden 
of pleading and proof on the appellant. Finally, the court concluded that there was 
no trade-mark abandonment, entirely apart from the recognition of licensing provided 
by the Lanham Act, and that the applicability of that statute need not be decided. 

Judge O’Connell, dissenting, stressed that appellee had not produced evidence 
to show that control over quality had actually been maintained. He also noted 
that appellee had given up its exclusive right to the mark since six months must 
elapse before the agreement could be terminated. Finally, he concluded that the 
frequent breach of the contract with respect to advertising and identification of the 
trade-mark owner “constituted a series of acts each and all of which would be 
likely to deceive the public as to the origin of the goods. This is doubly true in the 
case at bar because ‘Celanese’ is not only the appellee’s trade-mark but also the 
appellee’s corporate name.”®”* But in the next breath the dissenter admitted that “the 
question of such advertising, while important as an element of deceit, is not in itself 
of controlling influence herein.”** 

The Celanese case holds that the burden of proving a defective licensing arrange- 
ment is on the attacker. Although the court was sparse in its language, it is perhaps 
not unfair to infer that it deemed actual control over quality, rather than mere po- 
tential power under the license, the essential key to validity.°’ Only on that 
assumption was the failure of appellant to plead the absence of actual control 
material. 

Secondly, the court in an ambiguous way dealt with the effect of American 
Aniline’s advertising the mark “Celanese” without associating the name of the 
Celanese Corporation. Its ruling was simply that public deception was not 
in issue because the appellant in its petition had not alleged that deception had re- 
sulted. But the appellant had alleged the facts and the breach of the license. It 

°* Appellee’s Brief, 4, 11; Appellee’s Reply Brief, 3. 

°° 167 F. 2d at 492. °° Thid. 

°T The recent decision in Manischewitz Food Products, Inc. v. Rosenberg, 80 U. S. P. Q. 427 (E. D. 
Pa. 1949), held that the actual control exercised would determine the validity of the trade-mark license. 
The complaint disclosed a license agreement providing for detailed supervision by the licensor to assure 
compliance with its standards. The complaint sought to enjoin the sale of canned goods, packed under 
the licensor’s label, in part because they did not comply with the standards set. A motion to dismiss 
was denied on the ground that whether there had been any failure to exercise control or deception 


of the public would have to be shown by the evidence, since the license agreement produced by 
plaintiff gave it sufficient authority to maintain the integrity of the label. 
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must, therefore, have been the court’s view that the use of the licensee’s name alone 
with the mark does not automatically spell deception. Whether such use ever could 
constitute deception was not before the court on the pleadings. 

In the ordinary case, it is difficult to see how deception could be caused by 
failure to identify the licensor. The public pays little enough attention to the name 
of the owner of the mark when as an optional matter it appears on the package. 
The license of the mark would not seem to change this. The interest of the public 
is somewhat greater in the identity of the licensee who actually sells the product. 
Full disclosure will of course do no harm, although the case law does not indicate 
such a legal requirement.®® 

Another matter that troubled the dissenting judge in the Celanese case was that 
the licensor had a right to cancel the agreement only on six months’ notice. This 
bothered the dissenter because he felt it indicated there was no exclusive right to 
use the mark by any one party. A more trying question is whether the licensor has 
effective control over the quality of the goods if for a six-month period no right to 
cancel exists, even when there is material departure from the specifications. On the 
face of it that might seem to be the case in the license agreement in suit. However, 
the contract might be subject to the interpretation that the grace period is dependent 
upon fulfillment of the obligations of the contract, and that the licensor could 
obtain an injunction at any time to prevent use of its mark in a deceptive fashion. 
In fact, license arrangements subject to cancellation on ninety days’ notice, two weeks’ 
notice, one day’s notice, and not cancellable at all have been indiscriminately sus- 
tained.*® This must be premised on the assumption that the licensor would have 
the right to, and would in fact, exhaust every legal remedy to prevent departure 
from quality. A prior breach of contract would excuse the licensor from continuing 
to supply a raw material ingredient, and that might be the practical answer to a 
prompt termination of a trade-mark abuse by the licensee. Many risks in the future 
can be avoided by an explicit contract provision that the licensor has the right to 
reclaim its mark upon any departure from specifications, even though other con- 
tract provisions continue in effect for some longer period. 

A nice question in practical control over quality arises when the licensor author- 
izes use of his mark on a different product. We know the attractiveness of “Seven- 
teen,” the title of a magazine, to manufacturers of ‘teen-age clothing."°° The nice 
problem is the degree of control that must be exercised where, instead of appropria- 
tion, a license is granted. In ordinary circumstances the products would be some- 


°8 The name of the licensee alone on goods was held sufficient in Stratton & Terstegge Co. v. Stiglitz 


Furnace Co., 258 Ky. 678, 81 S. W. 2d 1 (1935). 

°° Crown Fabrics Corp. v. American Viscose Corp., 145. F. 2d 246 (C. C. P. A. 1944) (one day’s 
notice); Smith v. Dental Products Co., 140 F. 2d 140 (C. C. A. 7th 1944), cert. denied, 322 U. S. 
743 (1944) (ninety days’ notice); The Coca-Cola Bottling Co. v. The Coca-Cola Co., 269 Fed. 796 (D. 
Dela. 1920) (perpetual contract); Associated Perfumers, Inc. v. Andelman, 316 Mass. 176, 55 N. E. 2d 
209 (1944) (two weeks’ notice). 

100 Triangle Publications, Inc. v. Rohrlich, 167 F. 2d 969 (C. C. A. 2d 1948); Hanson v. Triangle 
Publications, Inc., 163 F. 2d 74 (C. C. A. 8th 1947), cert. denied, 332 U. S. 885 (1948). 
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what related—men’s hats and suits, for example. Here the problem is to assure 
that the licensor is really in the driver’s seat in controlling quality. If the item 
is noncompetitive, and if stock ownership is not involved, there may be a tendency for 
the licensor, though nominally in control, simply to approve whatever changes in 
the product the licensee desires to adopt. It is doubtful whether this will suffice. 
Certainly the licensor in cases of trade-mark use on related products should scrupu- 
lously follow the accepted pattern of regular factory inspection, sampling, and 
other checks to assure uniformity of quality and to maintain the dominant position 
in the licensing arrangement. 

What is needed, above all, is an end to the fantasy that trade symbols cannot 
be licensed, and a willingness to recognize that protection of the public interest 
requires the courts carefully to scrutinize the kind of control actually exercised to 
assure that the public gets what it expects, whether that be its money’s worth or a 
sop to its vanity. 

A realistic appraisal of questions of control over production or sale by another 
company which is nominally independent must recognize the lurking dangers of 
antitrust violations.’ It is, for example, but one step from control of ingredients 
to control of price. As has been stressed, whether that step is taken is not depend- 
ent on the trade-mark license but on the will of the parties. It is anomalous, but 
true, that the more effective the quality control, the more likely it becomes that a 
transgression of the Sherman Act will result. The size of the companies, the com- 
petitive condition of the industry, and the extent of the licensing will all play a role 
in the final outcome. 

Standardization of product by competitors is a common tool to remove the 
stringency of competition. It is frequently necessary to achieve standardization in 
order to make a price-fixing conspiracy effective. A licensing plan for binding com- 
petitors together and regulating quality may, therefore, be immediately suspect. 
The standardization problem can prove to be the greatest stumbling block to valid 
licensing in some fields. 

The presence of very practical antitrust problems does not point to permitting 
looser standards of control over quality. It simply indicates the desirability of not 
allowing additional controls for collateral reasons under the guise of regulation of 
quality. It may even point to the advisability of more confined licensing in 
certain fields in circumstances where a freer rein would lead to monopoly. 


101 When the mark is thought to be a material factor in the Sherman Act offense, the court may 
decree forfeiture. See United States v. A. B. Dick Co. (N. D. Ohio 1948), CCH Trape Rec. Serv. 


62,233. 














THE LANHAM ACT AND INTERNATIONAL TRADE 


STEPHEN P. Lapas* 


I 


International trade is inconceivable today without trade-marks and their adequate 
protection. Merchandise is sold by brands in foreign markets even more than in the 
domestic market. In the domestic market, the purchasing public has additional 
ways of identifying products: knowledge of the manufacturer or merchant by repu- 
tation, by newspaper, magazine or radio advertising, by personal visit to the factory 
or store, by community experience, and the like. In foreign markets, trade-marks are 
the only means of creating and maintaining good will with a foreign public. 

More than one hundred years ago, nations began stipulating for reciprocal pro- 
tection of trade-marks as an adjunct to treaties of commerce. Later special agree- 
ments were concluded. Lastly, it was recognized that bipartite treaties were not 
sufficient since the problem was not that of protection of trade-marks as between 
two nations only, but rather a problem of legislation on an international level which 
would establish as far as possible a uniform system for the protection of trade-marks 
everywhere. 

At one time—at the Congress on Industrial Property at Paris in 1878—it was 
proposed that a uniform law be adopted by all nations. This proposal was promptly 
abandoned when it was observed by the French jurist, Lyon Caen, that: 


We cannot hope, in the present state of things, that we could have in all the countries 
laws on industrial property which would be common on all points. It is an utopia... 
What makes impossible the adoption of uniform laws in all the countries on this subject 
is that these laws are closely related to the civil law, civil procedure, commercial law, penal 
law and penal procedure of each country. It would have to be necessary to make uniform 
all these branches of legislation in order to have uniform laws on industrial property and 
this is not possible. 


What the Congress did then was to seek an agreement on certain problems of 
international protection of industrial property, and to recommend an international 
convention the stipulations of which would require the domestic legislation of the 
contracting countries to yield or to be revised. We know that this recommenda- 
tion was followed and that an International Convention for the Protection of In- 
dustrial Property was entered into in 1883. This convention by successive revisions 

* LL.D. 1919, Athens, Greece; A.M. 1923, School of Political Science, Paris; LL.B. 1926, S.J.D. 1927, 
Harvard University. Member of firm of Langner, Parry, Card & Langner, New York. Author: THe 
INTERNATIONAL PROTECTION OF TRADE-MARKS BY THE AMERICAN REPUBLICS (1929); THE INTERNATIONAL 


PROTECTION OF INDUSTRIAL PROPERTY (1930); THE EXCHANGE OF MINORITIES: BULGARIA, GREECE AND 
Turkey (1932); THE INTERNATIONAL ProTricTION OF LITERARY AND ARTISTIC PROPERTY (1939). 
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has extended the scope of its stipulations so as to cover a broader field of international 
legislation on the subject of industrial property, so that at this time it may be truly 
said that industrial property, and trade-marks in particular, are governed by a two- 
fold legal régime: national legisaltion of each country and the international legis- 
lation embodied in this convention. 

The International Convention as last revised at London in 1934 extends today 
to forty-seven countries, including practically all of Europe (with the exception of 
Soviet Russia), the British Dominions, the French, Dutch, Portuguese, and Spanish 
colonies, and five American republics: Brazil, Cuba, the Dominican Republic, Mex- 
ico, and the United States. 

On the other hand, there has been a distinct effort at inter-American legislation 
on trade-marks among the American Republics. Here the system followed was not 
the adoption of a convention with successive revisions but rather the adoption of a 
series of successive conventions: in 1902, 1906, 1910, 1923, and 1929. The latest and 
most satisfactory convention is the one adopted at Washington on February 20, 1929, 
which has detailed provisions on the inter-American protection of trade-marks, trade 
names, and indications of origin, and on the suppression of unfair competition. 
However, this convention has been ratified by only ten of the twenty-one republics: 
Colombia, Cuba, Guatemala, Haiti, Honduras, Nicaragua, Panama, Paraguay, Peru, 
and the United States. 

II 

Prior to the adoption of the Lanham Act, our federal trade-mark legislation did 
not accord, in several respects, with the stipulations of the international or Pan 
American conventions. The Patent Office, following an old opinion of the Attorney- 
General, applied the Act of 1905? rather than the convention wherever there was a 
conflict between the two. The decisions of the courts on the same issue were at 
least inconclusive, and the dominant opinion was that the convention was not self- 
executing and that enabling legislation was required to make its stipulations manda- 
tory. The decision of the Supreme Court in Bacardi v. Domenech? in 1940 was 
the first clear judicial pronouncement that the conventions were self-executing and 
should be given effect regardless of domestic legislation. 

One of the most interesting features of the Lanham Act is that it contains a 
special title—Title g—captioned International Conventions.* The inclusion of such 
a title in the Act is due to Edward S. Rogers, whose passing is so deeply regretted 
by all of us. At his suggestion, these provisions were prepared with a view to 
carrying out as fully as possible the commitments of our country under international 
conventions for the protection of trade-marks and trade names and for the sup- 
pression of unfair competition. 

The Act itself specifies as one of its purposes “to carry out the provisions of cer- 


433 Strat. 724 (1905), 15 U. S. C. §§ 81-109 (1946). 
2311 U. S. 150 (1940). 
360 SraT. 441, 15 U. S. C. §1126 (1946). 
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tain international conventions,” and the last words of Section 45 state that the in- 
tention of the Act is “to provide rights and remedies stipulated by treaties and con- 
ventions respecting trade-marks, trade names and unfair competition entered into 
between the United States and foreign nations.”* 

The Lanham Act may be considered from two points of view: how far its pro- 
visions actually carry out the stipulations of international conventions, and by what 
means they do so; and secondly, how far it operates in facilitating the international 
trade of United States trade-mark owners. 

The first inquiry calls for an exposition of the provisions of Title 9 in their rela- 
tion to the stipulations of International Conventions. Title 9 consists of Section 
44, divided into nine paragraphs. 

1. Special Register for International Marks 

We may dismiss subsection (a) with a brief remark. This provides for a special 
register, which apparently is neither the principal nor the supplemental register, of 
all marks communicated to the Patent Office by international bureaus. In as much 
as the United States is not a party to the Madrid Arrangement for the International 
Registration of Trade-Marks, and we denounced the Protocol for Inter-American 
Registration of Trade-Marks on September 29, 1945, this provision of the Lanham 
Act seems to look to possible future developments, and has no present application. 


2. General Principles of Protection of Foreigners 

a. Persons entitled to benefits. Section 44 (b) provides that certain persons de- 
fined therein shall be entitled to certain rights. These persons are nationals of, domi- 
ciled in, or having a bona fide or effective business or commercial establishment in 
any foreign country which is a party to the International Convention, the Pan 
American Convention, or “any other Convention or Treaty relating to trade-marks, 
etc.” to which the United States is a party. The only question raising any problem 
of interpretation herein is, What does the word “relate” mean with respect to con- 
ventions or treaties other than the International Convention and the Pan American 
Convention? Does this include treaties which contain provisions for the protection 
of trade-marks and trade names, and for the suppression of unfair competition, while 
they relate generally to other subjects? Take, for instance, the Treaty of Friend- 
ship, Commerce and Navigation with China, signed November 4, 1946. This in- 
cludes Article IX on the Protection of Industrial Property. It stipulates that both 
countries shall grant effective protection to trade-marks and trade names and against 
acts of unfair competition. It would seem that this treaty is one “relating” to trade- 
marks, trade names and unfair competition within the meaning of subsection (b). 

It should be noted that subsection (b) extends the benefits of the section only to 
the persons defined therein. How about other foreigners? Suppose a national of 
Chile (which is not a party to any convention relating to trade-marks with the United 
States) applies for registration of a mark. He cannot obtain registration based only 

*60 Star. 443, 15 U. S. C. §1127 (1946). 
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on his Chilean registration. He must allege use in commerce, as any United States 
applicant, under the general provisions of the Act, since Section 44 is not applicable 
to him. 

b. National treatment and special rights under conventions. Subsection (b) 
enacts the general rule that persons entitled to the benefits of certain conventions 
“shall be entitled to the benefits and subject to the provisions of the Act to the extent 
and under the conditions essential to give effect to such Conventions.” And then 
follows the provision: “except as provided in the following paragraphs of this 
section.” At this point it is particularly important to recall that the International 
Convention, as well as the Pan American Convention, contains two fundamental 
principles on this subject matter: 

(1) The so-called “national treatment” principle, under which a foreigner is 
entitled to the same protection as a national trade-mark owner, subject to complying 
with the provisions and requirements imposed on nationals; and 

(2) The so-called “convention rights” principle, under which a foreigner enjoys, 
in addition, certain rights or benefits specifically provided for by the convention 
which may involve a derogation from the national law. 

It is these convention rights that are described as “exceptions” in the final sen- 
tence in subsection (b) and are covered by the subsequent subsections of Section 44. 
These will be discussed hereafter, but we should not lose sight of the fact that 
under subsection (b) the object is to give to the persons entitled to claim under the 
conventions all the benefits of the Lanham Act, subject to its provisions, and also to 
give such benefits “to the extent and under the conditions essential to give effect to 
any such conventions.” 

This phrase means particularly two things: 

(1) If a certain convention does not provide for a specific benefit—for instance, 
the right of priority—the foreign applicant need not be given such right. Take, for 
instance, the treaty with China which has been referred to. This does not contain 
a provision for a right of priority in favor of an applicant based on his prior applica- 
tion in his home country. We are not required, it seems to me, to grant a right of 
priority to a Chinese applicant, since this would be beyond the extent required to 
give effect to such treaty. The same is true of applicants from countries party to the 
Inter-American Convention of 1929, which does not contain provisions on a right of 
priority. 

(2) In considering the position of a foreign trade-mark owner claiming the 
benefits of the International Convention or the Inter-American Convention, we 
must always lean to that interpretation of the provisions of the Act which will give 
effect to the stipulations of the convention, since the definite object of the Act is to 
give effect to the conventions. 

c. Requirement of foreign registration. Subsection (c) provides that no registra- 
tion of a mark in the United States by a person described in subsection (b) shall be 
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granted if such mark has not been registered in the country of origin of the applicant 
unless the applicant alleges use in commerce. Thus, while the Act requires use in 
commerce of all United States applicants before an application may be filed, foreign 
applicants may register without alleging use in commerce, but in such case they 
must produce a certified copy of registration in their home country. The pro- 
duction of a home certificate is not a requirement under the convention, but such 
interpretation has been given to the convention by a number of foreign countries, 
and in any case, in several foreign countries, particularly in most of Europe, 
Americans are required to produce a certified copy of home registration. Generally 
this is not a requirement for all foreign applicants, but a requirement of reciprocity; 
in other words, it is because we require foreign applicants to show that they have a 
home registration that these countries require the same of American applicants. 

3. Right of Priority 

This is one of the special rights provided by the convention which is given 
effect by subsection (d) of Section 44. A foreign applicant who files in his country 
of origin may, within six months, file for the same mark in the United States and 
will be given the benefit of his foreign filing date. No difference appears to exist 
between the convention’s stipulation and the provision of subsection (d). The sub- 
section does not explicitly require the filing of a certified copy of the foreign applica- 
tion, but in view of subsection (c) this is certainly to be filed. Rule 7 (9) of the 
Patent Office provides that the certified copy must be filed before registration is 
granted in the United States, and, so long as it is not filed, registration will not be 
granted. 

Suppose the foreign application, on which the right of priority is based, is ulti- 
mately rejected. What becomes of the United States application? In view of sub- 
section (c), the mark cannot be registered in the United States. The only course 
of action possible for the applicant is to abandon the application and file a new one 
alleging use in commerce, in which case he may register without the benefit of home 
registration. 

4. Registrability of Foreign Marks on Principal or Supplemental Register 

Article 6 of the International Convention provides for the so-called “validation” 
of trade-marks registered in the country of origin. That is, a mark which is regis- 
tered in the country of origin, the article says, must be accepted for registration in the 
other countries party thereto “as is” (telle quelle), subject to the exceptions enum- 
erated in Article 6. Subsection (e) of Section 44 purports to carry out this stipula- 
tion of Article 6. It provides that a mark, duly registered in the country of origin 
of the foreign applicant, may be registered on the principa! register, if eligible, other- 
wise on the supplemental register. Subsection (e) does not deal with the exceptions 
of Article 6 of the International Convention. What are these exceptions? Registra- 
tion may be denied of the following: 

a. Marks which infringe rights of third parties; 
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b. Marks contrary to morality or public order; 

c. Marks having no distinctive character and which are deemed to be of two 
kinds: 

(1) descriptive or geographical terms; 

(2) terms which have become common in the current language or trade. 

Exception (a) is provided for in subsection (d) of Section 2° of the Act. Ex- 
ception (b) is covered in subsection (a) of Section 2. Exception (c) is covered by 
subsection (e) of Section 2. 

It will be noted, however, that while surnames are not excluded by Article 6 
of the Convention, they are unregistrable under Section 2, subsection (e) of the 
Act. Also, it will be recalled that registration on the principal register under Sec- 
tion 2 is limited to a “trade mark,” and under the definition of Section 45, a trade- 
mark includes “any word, name, symbol or device or any combination thereof.” 
The question arises whether a distinctive package or container used to identify and 
distinguish the goods of a manufacturer from those of others is a “device” under this 
definition and therefore registrable on the principal register. Opinion appears to be 
divided on this point. A device may be broadly construed as including, as Webster 
says, “anything ingeniously and fancifully designed” to identify and distinguish the 
product of a manufacturer, and an original or distinctive container may be that. If 
the opposite should be maintained, then we have another case, in addition to sur- 
names, where a foreign applicant may have a registration of a distinctive container in 
his own country and requires a registration in the United States Patent Office. 

It may then be maintained that if it is a question of carrying out a stipulation of 
the Convention, the answer is not whether or not our Act prohibits such registration. 
The precise issue came up a few years ago in Austria, where under the law bottles 
are not registrable as trade-marks, and the Patent Office refused registration of a 
French trade-mark consisting in a distinctive liquor bottle on this ground. On 
appeal, the Supreme Administrative Tribunal of Austria had this to say: 


It is a juridical error to ask, in considering whether a mark or sign registered as a trade 
mark in a country of the Union should be protected in Austria, whether such mark or 
sign may be a trade mark according to the Austrian law and to permit international law 
to interfere only if the answer is in the affirmative. It is one of the bases of the Inter- 
national regulation not to let each state examine, according to its own law, the character 
of a trade mark. The Convention of Union contains an international regulation of trade 
marks complete in itself, forming an independent whole, to which the national law of 
each country of the Union must yield, and according to which the law of the country 
of origin is decisive on the question of the things which may be used as trade marks. 


This decision is referred to in order to indicate what the effect of the stipulation 
of Article 6 of the Convention is: the object was to internationalize, so to speak, the 
status of a trade-mark, to validate such marks throughout the Union, subject to the 
three exceptions mentioned previously. In other words, it is stipulated in the Con- 


560 Stat. 428, 15 U. S. C. §1052(d) (1946). 
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vention that when a foreign trade-mark owner comes to another country with 
a registration in his home country for his trade mark, and such mark is not 
contrary to morality and public order; if it does not infringe prior rights in the 
country where he seeks registration and protection; if it is not descriptive or geo- 
graphical and is not common to the trade—then the foreign mark must be granted 
registration and protection although it is a trade-mark which, by virtue of a certain 
definition of marks in the country in question, would not be ordinarily registered 
and protected. There is an abundance of decisions in countries party to the Con- 
vention enforcing this stipulation. And what is the reason for this stipulation? 
Simply a recognition of the international character of a trade-mark. It was thought 
that once a person had adopted and registered a trade-mark in his home country, 
and built up his good will around such mark, and carried on international trade 
under such mark, he should not be compelled to adopt a different mark for each 
country to comply with such country’s conception of what a trade-mark is so long 
as third parties’ rights therein are not infringed, so long as public order is not 
affected, and so long as the freedom of trade and industry is not restrained by 
monopolizing something which is commonly used in such trade or industry. 

The Lanham Act, recognizing the fact that the United States is required under 
Article 6 of the Convention to admit to registration and protection marks registered 
in other countries of the Union, provides that such marks may be registered on the 
principal register, if eligible, otherwise on the supplemental register. If we should 
lean to a narrow interpretation of the definition of trade-marks registrable on the 
principal register, so that the words “symbol or device” may not include a distinctive 
package, we must then consider whether the stipulation of the Convention is carried 
out when such marks, surnames, containers, etc., are refused registration on the 
principal register but are granted registration on the supplemental register. Before 
answering this question, let us remember that Article 6 of the Convention stipu- 
lates that a mark duly registered in the country of origin of the applicant shall (1) 
be admitted to registration and (2) protected in the other countries. This raises 
immediately the question: Is a trade-mark registered on the supplemental register 
protected in the United States within the meaning of the Convention? 

In this connection, it will be recalled that marks on the supplemental register are 
deprived of important attributes of a trade-mark on the principal register: 

a. They do not become incontestable under Section 15.° 

b. They are not constructive notice under Section 22.’ 

c. They do not create a presumption of validity or ownership under Section 33.° 

d. They may not, of themselves, form the basis of an opposition or cancellation 
under Sections 13 and 14.° 


®60 Srav. 433, 15 U. S. C. §1065 (1946). 

760 Stat. 435, 15 U. S. C. §1072 (1946). 

860 Strat. 438, 15 U. S. C. §1115 (1946). 

®60 Strat. 433, 15 U. S. C. §§1063, 1064 (1946). 
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e. They may not be used to stop importation of infringing merchandise under 
Section 28.'° 

However, marks on the supplemental register enjoy the following attributes: 

a. They may be cited by the Patent Office, I assume, as registered trade-marks 
under Section 2(d) (since this refers to a “mark” registered in the Patent Office and 
not a “trade-mark”). However, no interference is declared under Section 16." 

b. They enjoy the remedies against infringement under Section 32.!” 

c. They may be licensed under Section 5° and assigned under Section 10." 

d. They can use the notice of registration provided for in Section 29,'> at least 
as I interpret this section. In other words, marking is not mandatory but is per- 
missive. 

e. And particularly they may, as I shall attempt to argue later here, be registered 
subsequently on the principal register. 

Does this condition indicate that the marks are protected when registered on the 
supplemental register? 

If they are not, two conclusions may have to follow: 

a. Foreign countries may refuse to register American trade-marks based on 
registrations in the United States obtained on the supplemental register, on the 
ground that Article 6 of the Convention does not apply to such registrations. 

b. Foreign applicants, coming to the United States with a registration in their 
own country, may refuse to accept registration on the supplemental register and 
insist on registration on the principal register, since under Article 6 of the Conven- 
tion the foreign registered trade-mark must be not only admitted to registration but 
also protected in the United States. 

Section 23 specifically provides for registration on the supplemental register of 
marks which are “capable of distinguishing the applicant’s goods or services.”** Note 
that under the Act of 1920"7 there was no requirement that the mark must be capable 
of distinguishing; all marks not registrable under the Act of 1905 and in bona fide 
use for not less than a year could be registered under the Act of 1920. Indeed, the 
notion of “capable of distinguishing” is a new notion under our law, and we may 
wish to explore it somewhat by referring to the British law. Indeed, this is an 
expression used in the British Trade Marks Act’® as a requirement for registration 
in Part B of the Register in Great Britain: “. . . it must be capable, in relation to the 
goods in respect of which it is registered or proposed to be registered, of distinguish- 
ing...” Section 10 of the British Act of 1938 further provides: 


In determining whether a trade mark is capable of distinguishing as aforesaid the 
tribunal may have regard to the extent to which— 


2° 60 Stat. 436, 15 U. S. C. §1096 (1946). 1 60 Strat. 434, 15 U. S. C. §1066 (1946). 
1260 Strat. 437, 15 U. S. C. §1114 (1946). *8 60 SraT. 429, 15 U. S. C. §1055 (1946). 
* 60 Srat. 431, 15 U. S. C. §1060 (1946). *® 60 Star. 436, 15 U. S.C. §1111 (1946). 


2° 60 Srat. 435, 15 U. S. C. §1091 (1946). 
17 41 StaT. 533-535 (1920), 15 U. S. C. §§121-128 (1946). 
18 Trade Marks Act, 1938, 1 & 2 Geo. VI, c. 22. 
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(a) the trade mark is inherently capable of distinguishing as aforesaid; and 
(b) by reason of the use of the trade mark or of any other circumstances, the trade 
mark is in fact capable of distinguishing . . .1® 


The Patent Office and the courts in England have developed quite definite 
standards of registrability in Part B, and a mark which is descriptive or geographical, 
or a surname, is not admitted to registration in Part B without some persuasive 
showing that the mark is capable of distinguishing the goods of the applicant. 

It is true that we cannot be guided by these standards generally because the 
English statute does not contain a separate definition of trade-marks registrable in 
Part B as our Act does for registrations on the supplemental register; but it is also 
true that registrations in Part B of the register do not become incontestable in Eng- 
land, nor does a registration in Part B grant a prima facie exclusive right to use, and 
it is always open to a defendant to establish that the use of which the plaintiff com- 
plains is not likely to deceive the public as to origin—which is similar to the position 
in a passing-off action. 

Yet, because of the conservative attitude of British tribunals in granting registra- 
tions in Part B of the register, registrations are protected fairly well against infringe- 
ments. 

Attention may be directed in this connection to the decision of the High Court 
of Justice in the case of Bale & Church Ltd. v. Sutton, Parsons & Sutton. The 
plaintiff in that case had registered the trade-mark “Kleenoff” in Part B of the Regis- 
ter in respect of a cleaning compound, and the defendant began using the trade- 
mark “Kleenup.” The lower court and the Court of Appeals found for the plaintiff. 
It was conceded that registration in Part B of the register did not prevent the de- 
fendant from challenging the validity of the registration, but the court held that un- 
less the exclusive right of the plaintiff in the Part B registration is challenged, the 
test of infringement is the same and that, under the circumstances, the defendant 
in this case had not established that the use of his mark was not such as to lead to the 
belief that his goods were not goods manufactured or selected by the proprietors of 
the registered mark. 

It may be argued indeed that the real meaning of registration on the supplemental 
register is this: 

a. To place on record marks of category (e) of Section 2. It will be recalled, 
indeed, that Section 23 excludes from registration on the supplemental register marks 
of subsections (a), (b), and (d) of Section 2. In other words, registration will be 
granted on the supplemental register of marks which may be merely descriptive, 
words which are primarily geographical terms, and words which are primarily 
merely surnames. These three categories of marks may be admitted to registration 
on the supplemental register if they are capable of distinguishing the applicant’s 
goods. One could urge in this connection an interpretation which is essentially 


2° Td. at §10. 
2° s1 Rep. Pat. Cas. 129 (1934). 
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this: the definition of registrability on the principal register is that the mark must 
“identify the applicant’s goods and distinguish them from those manufactured by 
others.” The definition of a mark registrable on the supplemental register is that 
it must be “capable of distinguishing the applicant’s goods.” The difference is that 
marks registrable on the supplemental register are not capable, per se, of identifying 
the goods of the applicant because the mark, for instance, is primarily descriptive, 
or primarily geographical, or primarily a surname. But if such mark is used ex- 
clusively by the applicant it may be capable of distinguishing his goods. The declara- 
tion, called for by the rules, to be filed by an applicant for registration on the 
supplemental register is identical with the declaration for registration on the prin- 
cipal register in this: the applicant must state that “no other person to the best of 
his knowledge and belief has the right to use such mark in commerce.” Thus, al- 
though Section 23 does not in terms speak of exclusive use by the applicant (the 
words used are: “which have been in lawful use in commerce by the proprietor 
thereof”), this is doubtless the meaning of the Act. 

b. To place on record marks which do not fit the definition of a trade-mark 
under Section 45, i.¢., which are not a word, name, symbol, or device or combination 
thereof. This definition is merely our traditional conception of a technical trade- 
mark under our common law. The Act provides for registration on the supple- 
mental register of such marks as labels, packages, slogans, numerals, and combina- 
tions thereof. Our common-law theory is that these marks were protected under 
the law of unfair competition wherever it could be shown that they had acquired a 
secondary meaning, i.e., had come to identify the claimant’s goods. The intention of 
the legislature was to place these marks on the register in advance of their having 
achieved the status of secondary-meaning marks and with the expectation that if 
their use is continued they may achieve such status. 

c. It follows from the above that, if this status has in fact been reached, such 
marks may be placed on the principal register under Section 2(f). 

It is submitted that the interpretation that Section 2(f) must be deemed to apply 
only to “trade-marks” as defined in Section 45 and not to marks as defined in Sec- 
tion 23 should not be insisted upon, for the following two reasons—one of technical 
interpretation and one of general legislative intent: 

a. While it is true that Section 2 begins with the words “No trade mark by which 
the goods of the applicants may be distinguished . . . ,” the provisions of the section 
are made equally applicable to service marks, collective marks, and certification 
marks by the language of Sections 3”? and 4.” Furthermore, it is not only sub- 
section (f) of Section 2 that uses the word “mark.” “Mark” rather than “trade- 
mark” is also used in subsections (d) and (e). “Mark” is defined in Section 45 
as including, but not limited to, any trade-mark, service mark, collective mark, or 
certification mark, whether registered or not. Thus a package, even though it may 


2160 Strat. 429, 15 U. S. C. §1053 (1946). 
226 SratT. 429, 15 U. S. C. §1054 (1946) . 
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not be a “device” within the meaning of the definition of “trade-mark,” if it is 
capable of distinguishing, is a “mark” registrable under Section 23. Now the rule 
of Section 27°* is absolute, general, and without limitation: “Registration of a mark 
on the Supplemental Register shall not preclude registration by the registrant on the 
Principal Register.” It would not seem that we are warranted in reading any limi- 
tation into this general rule of the Act. In other words, Section 2(f) must be read 
in the light of the general rule of Section 27. 

b. It is clearly apparent from the legislative history of the Act that one of the 
underlying purposes was to make registrable all marks protectable at common law. 
If the intent of the Act is to be realized, marks of the category we are discussing 
must be registrable in the same manner and with the same effect as are words, sym- 
bols, pictures, etc. 

No justifiable policy would be served by a different interpretation. There is 
no reason why a mark which has reached the status of a secondary-meaning mark 
should not go on the principal register, whether such mark is a trade-mark in the 
narrow, technical sense or in the broad sense of the law of unfair competition. This 
is precisely what the British law is; any mark registered in Part B of the register 
may be re-registered in Part A if it has, in fact, become distinctive of the goods of 
the applicant. 

While it is urged that the above submissions are a proper interpretation of supple- 
mental-register registrations, it is also believed that this may be a way of properly 
complying with the stipulation of Article 6 of the Convention. Indeed, we may thus 
enable an American applicant in a foreign country who seeks to register there a 
trade-mark based on registration in the supplemental register to say that his mark 
is a mark of a special category under the law of the United States, which is only 
provisionally on the supplemental register. Likewise, to a French applicant who 
protests that his bottle mark, if admitted to registration only on the supplemental 
register, is not duly protected, we may state that such registration gives it the status 
of a registered trade-mark. 


5. Protection of Prior User Rights 

Article 6 dis of the Convention provides that a foreign owner’s trade-mark, well 
known in the country, shall be protected against registration of an infringing mark 
provided cancellation proceedings are filed within three years from the date of the 
infringing registration, or at any time in case of fraud. The stipulation is carried 
out by Section 147* of our Act. 
6. User of Foreign Trade-Marks 

Article 5 of the International Convention provides that, if in a certain country 


the use of a registered trade-mark is compulsory, the registration cannot be cancelled 
except after an equitable term and provided the interested party does not justify 


28 60 Stat. 436, 15 U. S. C. §1095 (1946). 
24 60 SraT. 433, 15 U. S. C. §1064 (1946). 
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his non-user. This stipulation is carried out by the Act, in so far as Section 8”° is con- 
cerned, which requires an affidavit of use or justifiable non-use next preceding the 
expiration of six years from registration or publication under Section 12(c).7* There 
is some difficulty with Section 9,” because the provisions for the filing of an affidavit 
under this section do not allow excuse of non-user as Section 8 does. In other words, 
when a foreign applicant files an application for renewal he must necessarily show 
by an affidavit that his mark is still in use in commerce. He cannot submit an 
affidavit excusing his non-user. Yet Article 5 of the International Convention says 
that the owner of a mark may always justify his non-user. 

It is thought that “still in use” means use at the time of making the affidavit. 
The foreign applicant may well have been prevented for some time from using his 
mark in commerce with the United States, for instance, because of prohibition of 
exports of the particular products from the foreign country. Article 5 of the Con- 
vention purports to protect the registrant particularly in such cases. Foreign laws 
provide in such cases for an excuse of force majeur. If such excuse is not to be read 
in the provision of Section 9, the foreign trade-mark owner’s only way out is to make 
a nominal shipment to the United States in order to be able to make the affidavit. 


7. Independence of Trade-Mark Rights 

Subsection (f) carries out the stipulation of Article 6(D) of the International 
Convention, which provides that, when a mark has been duly registered in the 
country of origin and then in other countries, it shall be independent of the mark 
in the country of origin, provided it conforms to the national law of the particular 
country. This is precisely what subsection (f) provides. 


8. Assignments and Licenses 

The Convention contains provisions on assignment of trade-marks and use by 
related companies. Article 6 quater has a limited effect only. It provides that the 
transfer of the trade-mark with the good will in the particular country will suffice, 
and it is not necessary to transfer the good will in the country of origin or other 
countries. This has always been so under our law, and certainly Section 10 of the 
Lanham Act removes any doubt as to the position. The provisions of the Con- 
vention on use of trade-marks by related persons in Article 5(c)(3) authorize the 
simultaneous use of trade-marks by related establishments provided such use does 
not result in misleading the public and is not contrary to public interest. Section 5 
of the Lanham Act is thoroughly in agreement with this stipulation. 

There are other stipulations of the Convention which are carried out by the 
Lanham Act, such as Article 7 bis providing for the registration of. association 
trade-marks, Article 8 for the protection of trade or commercial names, and Article 
10 bis for protection against acts of unfair competition. Subsections (g) and (h) of 

*5 60 Strat. 431, 15 U. S. C. §1058 (1946). 


2° 60 Srat. 432, 15 U. S. C. §1062 (1946). 
8760 Stat. 431, 15 U. S. C. §1059 (1946). 
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Section 44 carry out the provisions of the Convention on trade names and unfair 
competition. Also, we may mention here that Sections 42 **and 43”° of the Lanham 
Act carry out the provisions of Articles 9 and 10 of the Convention for prohibition 
of importation of goods bearing infringing marks or names, or false designations of 
origin. 

One cannot over-emphasize the significance of subsections (h) and (i) of Section 
44 from the point of view of unfair competition law enforceable by the federal 
courts. I fully share the view expressed by Edward S. Rogers that the Lanham 
Act, by virtue of these provisions, has changed the situation created by Erie Railroad 
v. Tompkins. These provisions have the effect of placing trade names and unfair 
competition under federal control when in commerce within the control of Con- 
gress. I submit that this could be done directly in so far as interstate commerce is 
concerned, and it may be done thus indirectly in a provision extending rights to 
foreigners and then securing the same benefits to American citizens and residents 
as to foreigners. 

One final remark on the relations between the Lanham Act and international 
conventions. Our constitutional rule is clear that treaties and acts of Congress (made 
in pursuance to the Constitution) are equally the supreme law of the land, that the 
courts are bound to enforce them, and that as between a treaty and an act of Con- 
gress the later in time prevails. Accordingly, if there is a clear conflict between an 
earlier treaty and a subsequent statute, it is the statute that prevails. However, the 
courts have said that a clear intent of Congress to “abrogate” the treaty is required 
before the courts will disregard a treaty stipulation.** There is otherwise a presump- 
tion against the existence of a conflict between provisions of a statute and stipula- 
tions of a treaty. 

In the case of the Lanham Act, the evidence is overwhelming that the object 
of Congress was to effectuate the stipulations of the conventions. Under the cir- 
cumstances, it seems to me that whenever we are confronted with two possible inter- 
pretations of a provision of the Lanham Act, we must choose the one which will give 
effect to the International Convention rather than that which contravenes its stipula- 
tions. 

On the other hand, should the United States adhere to future treaties or should 
the existing conventions be revised so as to incorporate stipulations which are not in 
agreement with the Lanham Act, the conclusion must be, under the same principle, 
that the convention must prevail so far as its provisions are such that they contain a 
rule of law enforceable by the courts. Any doubt as to this may now be deemed to 
have been set at rest by the decision of the Supreme Court in Bacardi v. Domenech 
in 1940.5? 

8 60 Strat. 440, 15 U. S. C. §1124 (1946). 

2° 60 Strat. 441, 15 U. S. C. §1125 (1946). 

8° 304 U. S. 64 (1938). 


81 Cook v. United States, 288 U. S. 102, 120 (1933). 
$2 311 U. S. 150 (1940). 
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The Lanham Act also contains a number of provisions calculated to assist in the 
protection of American trade-marks abroad, but also embodies requirements which 
are not so calculated. It is of interest to refer to these. 

One of the main problems confronting American trade-marks in foreign trade 
is that there is no protection for unregistered trade-marks abroad as we know it 
under our common law. ‘Trade-mark infringement exists only with respect to 
registered trade-marks. This does not mean that the owner of an unregistered mark 
has no protection at all. He may sue for passing off in British countries and for 
unfair competition in a number of civil law countries. But this form of protection 
has distinct limitations. 

The principle of the law of passing off in British countries is that no person shall 
falsely represent that his goods and his business are the same as the goods and the 
business of another. The issue, then, is whether the defendant’s misrepresentation is 
such as is likely to deceive or mislead the public into believing that his goods and 
his business are those of the plaintiff when they are not. The plaintiff not only 
must establish his title to the trade-mark by adducing evidence of prior use, but he 
must also show public use of the mark for such time and in such manner that the 
goods have become known in the market by such mark. The onus is also on him to 
prove that the use by the defendant is likely to enable him to pass off his goods as 
those of the plaintiff. In other words, it is not enough for the plaintiff to show 
unauthorized use of his mark by the defendant because such use, per se, does not 
prove that the defendant is passing off. British courts may find, in a case where the 
mark of the plaintiff is not well known in the market and where the defendant has 
clearly shown his own origin of the products by affixing his name to the goods, that 
there is no likelihood of passing off. , 

In civil law countries, particularly in Europe, there is available unfair competition 
law protection. However, we must distinguish between two groups of such coun- 
tries: those which have a broad law of unfair competition like our own and those 
which have special legislation on the suppression of certain acts of unfair competi- 
tion. In the first category belongs particularly France, where the courts have built up 
with remarkable adaptability through the years a full body of unfair competion law 
which is case law like ours, based on a single Article of the Civil Code, Article 1382, 
which provides that a person shall be liable for all damage caused to another by his 
acts, or his negligence or imprudence. Equivalent provisions exist in the Belgian, 
Italian, Dutch, and Swiss civil codes, and a body of case law on unfair competition 
has been developed, although it is not complete in some of these countries, par- 
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ticularly in Italy. 

Germany and other countries in Europe, including Austria, Hungary, Greece, 
Czechoslovakia, Denmark, Sweden, Norway, and Spain, have adopted special 
legislative acts for the suppression of unfair competition. In many of these acts 
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there is no general rule such as exists, for instance, in the German unfair competition 
law of 1909, prohibiting any acts of competition contrary to honest practices. The 
act enumerates specific acts of deceptive or unfair conduct, such as unfair advertising, 
interference with contracts, discrediting the goods or business of a competitor, acts 
causing confusion with the name of another, copying labels or packages, etc., which 
are specifically prohibited. 

In other words, in these countries there are in effect two different compartments 
of law—one for trade-marks and another for unfair competition. This is contrary 
to our conception of the trade-mark law as being part of the broader unfair compe- 
tition law. The result is that trade-marks themselves are only protected against in- 
fringement or misappropriation under the trade-mark registration act, while other 
acts of unfair competition are protected by the special acts. 

We have been considering the position of the owner of an unregistered trade-mark 
seeking protection against infringement by another. Suppose, however, the second 
person not only uses or imitates the unregistered trade-mark of the prior user, but 
also applies for registration of such mark in his own name, or obtains such registra- 
tion. What are the rights of the prior user who may wish to oppose such application 
or to cancel the registration of the infringing mark? 

On this point we have a great variety of foreign laws, but we can conveniently 
group them as follows: 

1. In British countries generally, prior use enables cancellation of an infringing 
registration or opposition against an application for an infringing mark. It should 
be noted, however, that a registration in such countries becomes conclusive after 
five to seven years (depending on the country), so that if no action is taken to cancel 
such an infringing registration within this term, the prior user is ordinarily without 
remedy. 

2. In the following countries, there is no opposition procedure; so that prior use, 
though recognized, cannot be availed of before the patent office, and the prior user 
must bring court proceedings, which may be costly and lengthy if the defendant puts 
up a defense: 


Austria France Norway 
Belgium Holland Poland 
Czechoslovakia Hungary Rumania 
Denmark Italy Sweden 
Dominican Republic Jugoslavia Switzerland 
Dutch Guiana Lebanon Syria 
Dutch East Indies Tunis Turkey 
Dutch West Indies Morocco 


3. In the following countries, opposition procedure is available, but the law re- 
quires the prior user to meet special conditions in order to succeed in an opposition: 
Brazil: The mark of the prior user must be well known to the trade. 
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Chile: Prior use for more than a year is required of the opposer. Prior user has 
no right of cancellation. 

Colombia: Prior use of three years is required. 

Cuba: A prior user cannot oppose under the law. However, he can cancel an in- 
fringing registration within the term of four years by a Patent Office proceeding. 

Japan: Opposer must show that the mark has been extensively used in the country 
and is well known to the trade. 

Mexico: There is no opposition procedure. The prior user may institute cancel- 
lation before the Patent Office within three years from date of infringing registra- 
tion. 

Portugal: If prior use has continued for more than six months, and the prior user 
failed to apply for registration, he is disqualified from opposing. 

4. In Spain a recent decree required that all trade-marks used to distinguish prod- 
ucts of any nature should be registered before July 1, 1947. 

5. In Canada, the position is peculiar. The person who first used or made known 
the mark in Canada is required to register within six months. If he fails to do so, 
and another person with less than six months’ use applies for registration, registra- 
tion will be granted to him, rather than to the prior user, although he was the first 
applicant. It was held in Canada Crayon Co. v. Peacock Products** that, in view of 
the prior user’s failure to register, his prior use of the trade-mark was immaterial and 
the subsequent user’s registration could not be disturbed on this ground. The case 
was followed recently in Fine Foods of Canada v. Metcalfe Foods.8* The Supreme 
Court of Canada has not yet passed on this question. 

6. In the following countries the prior user may oppose pretty much the same as 
in the United States: 


China Nicaragua Puerto Rico 
Egypt Panama Uruguay 
Guatemala Philippines Venezuela 


7. In the following countries prior use gives no rights against a prior applicant 
or registrant: 


Argentina Finland Iran (Persia) 
Bolivia Germany Peru 
Bulgaria Liberia Salvador 
Costa Rica Haiti U.S. S.R. 
Ecuador Paraguay 


In view of the above condition of the law in foreign countries, it would seem im- 
portant for our law to make it possible for trade-mark owners to register their trade- 
marks in foreign countries in order to obtain protection. 


88 Ex. C. R. 178 (1932). 
842 Fox. Pat. C. 113, 202 (1942). 
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The Lanham Act purports to assist American trade-mark owners in registering 
abroad by the following provisions: 

1. Section 23 provides that, upon a proper showing by the applicant that he has 
begun the lawful use of his mark in foreign commerce and that he requires domestic 
registration as a basis for foreign protection of his mark, the Commissioner may 
waive the requirement of a full year’s use and may grant registration forthwith on 
the supplemental register. 

2. Registrations existing under the Act of 1920 expire six months after the effec- 
tive date of the Act or twenty years from the date of registration, whichever date 
is later, under Section 46(b),*° but renewal will be granted when required to support 
foreign registrations. 

3. Under Section 30,°° the Commissioner may issue a single certificate for one 
mark registered in a plurality of classes. In countries where a certified copy of 
United States registration is required and a translation has to be made, and in 
countries where there is no classification of goods or the official classification is 
different from ours, this simple expedient may save considerable cost to the American 
applicant in a foreign country. 

On the other hand, the Lanham Act provides in Section 25°7 that the certificate 
of registration for marks registered on the supplemental register shall be conspicu- 
ously different from certificates on the principal register. This may involve un- 
necessary difficulties to American applicants presenting certificates of registration on 
the supplemental register in foreign countries, since some countries may refuse to 
give full credit to such registrations, as will be explained hereafter. 

The most serious handicap to American trade-mark owners in registering their 
marks in foreign countries which has been maintained by the Lanham Acct is the 
requirement that foreign applicants who have not used their marks in the United 
States must produce a certified copy of the registration of their mark in the country 
of origin. In most of the European countries, American nationals are required to 
produce certified copies of their registrations in the United States, because we make 
the same requirement of their nationals. 

The requirement under our Act that foreigners produce a certified copy of their 
home registration is generally empty of any significance. In most of the European 
countries, nationals obtain registration as a matter of mere formality. They are not 
required to use a trade-mark before applying for registration. 

On the other hand, the consequent requirement that American applicants pro- 
duce a certified copy of United States registration is a very serious handicap for the 
following reasons: 

1. European countries are generally more liberal in the registrability of trade- 
marks. They do not prohibit the registration of surnames and geographical terms. 

85 60 Stat. 427, 15 U. S. C. note following §1051 (1946). 


*° 60 Star. 436, 15 U. S. C. §1112 (1946). 
®760 Srar. 436, 15 U. S.C. §1093 (1946). 
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They accept for registration labels, packages, configurations of goods, slogans, and 
the like, all of which are registrable in the United States either on the supplemental 
register or under Section 2(f). American trade-mark owners generally will not 
desire to register on the supplemental register if there is any chance at all of obtaining 
registration on the principal register. They may also be reluctant to base their 
registration in the foreign country on a certificate in the supplemental register, 
especially since this is issued in a different form, which operates as a “red flag” in 
the foreign country and may invite an attack in the future on the ground that it is 
not a full-fledged registration. 

2. In view of the time usually consumed in completion of a registration in the 
United States through the examination and opposition procedure, the American 
applicant ordinarily will not proceed with foreign applications on the basis of a 
certified copy of the application filed in the United States Patent Office within the 
Convention priority until he has obtained registration here. Then it may be too 
late, since the mark may in the meantime be misappropriated in the foreign country. 

3. The American trade-mark owner may not be able to obtain registration in this 
country for reasons which have nothing to do with the foreign countries, and this 
again makes it impossible for the trade-mark owner to register in the foreign coun- 
tries. 

4. In a number of countries, the registration is dependent on the United States 
registration, so that its expiration or assignment in the United States forfeits the 
registration in the foreign country. Also, whenever the registration is renewed in 
the United States a certified copy of the renewal must be filed in a number of 
foreign countries, regardless of the term of the foreign registration. 

5. Re-registration of a trade-mark in the United States on the principal register 
may not support the foreign registrations obtained on the basis of the earlier United 
States registration under the Acts of 1881, 1905 or 1920, so that the American owner 
must also maintain these old registrations. 

6. The American owner may not be able to renew a registration under Section 
g because the form of the mark has been varied in the meantime; in such case the 
foreign registrations based on the original may be forfeited. 

7. In view of the lack of unfair competition law protection in foreign countries, 
the American owner may wish to register his mark in such countries in a form 
different from that used in the United States (for instance, a label instead of a word 
mark, or with specific claim to colors, or for the foreign translation of his mark, or 
for a broader list of goods), and he may not do so because he is restricted to the form 
of mark and the coverage shown in the certified copy of his United States registra- 
tion. 

It is desirable that the Lanham Act be amended to permit foreign applicants 
to apply for registration of their trade-marks without submitting certified copies of 
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home registration in order that our own nationals may avail themselves of the 
same advantage in foreign countries. 

In the absence of such amendment, the question may be taken care of by an 
amendment of the International Convention specifically providing that persons 
entitled to its benefits are not required to produce certified copies of home registra- 
tion. Such a stipulation would. be self-executing in the United States and would 
supersede the requirement of the Lanham Act. 











THE PATENT OFFICE AS GUARDIAN OF THE 
PUBLIC INTEREST IN TRADE-MARK 
REGISTRATION PROCEEDINGS 


Watter J. DerENBERG* 


I 


INTRODUCTION 


It is one of the declared purposes of the Lanham Trade-Mark Act of 1946 to 
confer upon the owner of a registered trade-mark a greater measure of security than 
was available under the predecessor acts. While the Act of 1905 was based on the 
theory that the Federal Government could not under the commerce clause of the 
Constitution enact legislation granting substantive statutory rights to the owner of a 
trade-mark,’ the new law is based on the presupposition that within the realm of 
commerce, as broadly defined in Section 45 of the Act,” a federal registration statute 
may create substantive rights beyond the mere procedural advantages which resulted 
from registration under the previous acts. Outstanding among the sections of the 
new Act which create substantive rights are the constructive notice section (Section 
22) and the incontestability section (Section 15). The latter, while subject to 
numerous exceptions, will protect the owner of a registered mark after the expira- 


* Trade-Mark Counsel to the Commissioner of Patents; Associate Professor of Law, New York Uni- 
versity. The views herein expressed are those of the author and do not necessarily reflect the views of 
the Patent Office. : 

* American Steel Foundries v. Robertson, 269 U. S. 372 (1926); United States Printing and Lithograph 
Co. v. Griggs, Cooper & Co., 279 U. S. 156 (1929); American Trading Company v. H. E. Heacock Co., 
285 U. S. 247 (1932); Liddy, Has Congress the Constitutional Power to Legislate on the Substantive 
Law of Trade-Marks? 6 Forp. L. Rev. 408 (1937); Schechter, Fog and Fiction in Trade-Mark Pro- 
tection, 36 Cor. L. Rev. 60 (1936); Fathchild, Territoriality of Registered Trade-Marks, 3 Ivano L. J. 
193 (1933); March, Territorial Scope of the Trade-Mark Act of 1946, 38 T. M. Rep. 955 (1946); 
Diggins, Federal and State Regulation of Trade-Marks, this symposium, supra. 

The Second Circuit Court of Appeals, in its decision in S$. C. Johnson & Son v. Johnson, 81 U.S.P.Q. 
509 (1949), for the first time categorically held that the new act would “indeed put federal trade mark 
law upon a new footing.” The court then said: 

“The Act of 1905 had made the registration of a trade-mark only prima facie evidence of owner- 
ship, and the question must be regarded as never finally settled whether it created a substantive federal 
trade mark law, as distinct from the common law of the states, or whether it merely gave jurisdiction 
to the district courts and certain procedural advantages to the owner. The Lanham Act put an end 
to any doubts upon that score, and to the confused condition in which those doubts involved the whole 
subject, especially after Erie Railroad Company v. Tompkins.” Jd. at 511. 

*60 Strat. 443, 15 U. S. C. §1127 (1946). The definition reads: “The word ‘commerce’ means all 
commerce which may lawfully be regulated by Congress.” This definition has recently been held to be 
broad enough to permit injunctive relief even against a purely intrastate infringer of a mark registered 
under the Act of 1905. Cole of California v. Collette of California, 79 U. S. P. Q. 267 (D. Mass. 1948); 
but see, for a contrary view, C. B. Shane Corp. v. Peter Pan Style Shop, 80 U. S. P. Q. 559 (N. D. Ill. 


1949). 
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tion of the required five-year period of use against belated attacks on the technical 
validity of the registered mark or the title of its owner? 

As a necessary corollary to a statute thus enlarging the trade-mark owner’s rights, 
certain additional precautionary provisions safeguarding the public interest were in- 
corporated in the new Act. It would seem axiomatic that a statutory régime such 
as that presently prevailing in most common-law countries, which treats the registra- 
tion of a trade-mark not as a mere “deposit” but as a grant of a statutory privilege 
available only after careful pre-examination by the Patent Office, must require a 
much larger degree of administrative scrutiny with respect to the granting of registra- 
tions than would be necessary in countries, such as France, where trade-marks are 
merely “deposited” and where the validity and scope of the registrant’s rights are 
left entirely to judicial determination. Such a “deposit” system prevails in the 
United States under the Copyright Act of 1909, but not under the Federal Trade- 
Mark Act. The more quasi-judicial powers are conferred by statute upon the ad- 
ministrative agency charged with the registration of trade-marks, and the broader the 
substantive legal effects which may flow from the allowance of applications for regis- 
trations, the greater and more important becomes the duty of those charged with 
the administration of the statute constantly to bear in mind and carefully to weigh 
the possible adverse effect of the registration on the public interest. It was not 
surprising, then, that shortly before the final enactment of the Act of 1946, it was 
asserted by the Antitrust Division of the Department of Justice’ that the Act as 
then written failed adequately to safeguard the public interest in numerous respects, 
and that in particular the provisions concerning incontestability should be restricted 
by certain limitations aimed at the prevention of monopolistic abuses of registered 
trade-marks. If the new Act as finally enacted is examined as to the extent to which 
the interest of the general public is recognized, it becomes apparent that the public 
interest has found statutory expression in two entirely different ways: 

1. On the one hand, we find the principle stated and reiterated many times 
throughout the statute that no mark shall be registered or legally protected which 
would be likely to cause confusion or mistake in the public mind. This is, of course, 
the aspect of the public interest with which the Patent Office in registration pro- 


* Ooms, Incontestability, this symposium, supra: DapHNE Rosert, THE New TrapE-MarK MANUAL 
135 et seq. (1947); Derenberg, Trade Marks Under the Lanham Act, Fortune, Feb. 1949, p. 147; but cf. 
Williamson, Trade-Marks Registered Under the Lanham Act Are Not Incontestable, Printers Ink, June 
6 and June 13, 1947, reprinted in 37 T. M. Rep. 404 (1947). 

“It has been suggested by eminent authority that a system of administrative examination similar 
to that now prevailing in case of patents and trade-marks should be substituted for our present copyright 
“deposit” system, under which the Register of Copyrights has been held to have, for the most part, 
ministerial functions only. Cf. letter to the Librarian of Congress concerning certain aspects of the 
Copyright Act of March 4, 1909, by C. L. Bouvé, Register of Copyrights, Government Printing Office, 
1938, p. 53 et seq. 

® Hearings before the Subcommittee on Trade-Marks of the House Committee on Patents, 77th Cong., 
2d Sess. (1942); testimony of Ernest S. Meyers, id. at 35; testimony of Bartholomew Diggins, id. at 3; 
and testimony of Elliott H. Moyer, ibid. Also, Hearings before the House Committee on Patents on 
H. R. 82, 78th Cong., 2d Sess. (1944); testimony of Elliott H. Moyer, id. at 71, 141. Cf. particularly 
the statement by the Department of Justice on H. R. 82, with appendices, reprinted in full, id. at 58 
et seq. 
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ceedings is primarily concerned. As if to make certain that the Office should never 
lose sight of this duty, at least ten different sections of the new Act refer in one way 
or another to the protection of the public against possible deception. After requiring 
the Patent Office in Section 2(d) not to register any mark which may be confusingly 
similar to a previously registered mark or to a trade name previously used, the 
proviso permitting concurrent registrations immediately stresses again that such 
registration may be granted only after a determination by the Commissioner that 
“confusion or mistake or deceit of purchasers is not likely to result in the continued 
use of such marks...” Sections 3 and 4, which for the first time provide for the 
registration of service marks, collective marks, and certification marks, exclude from 
registrability any marks which may lead to confusion in the public mind as to cer- 
tain representations made by the applicants therefor. Again, Section 5, which pro- 
vides for registration of marks used by “related” companies, contains an exception 
with regard to applicants using the mark in such a manner as to deceive the public. 
Moreover, upon a suggestion by the representatives of the Department of Justice, 
Section 5 was limited to situations in which the mark is “legitimately” used by 
related companies, thereby apparently making it the duty of the Patent Office to 
scrutinize the legitimacy of the relationship between a parent and a subsidiary 
company, or that between a licensor and licensee.® Section 10 of the new Act, which 
greatly liberalizes the rigid assignment provision of Section 7 of the Act of 1905, 
immediately warns against any misuse of the mark by the assignee in such a way as 
to misrepresent the source of the goods or services in connection with which the 
mark is used. Such abuse is also made a ground for cancellation of a registration 
at any time (Section 14 (c)). The same section for the first time authorizes the 
Federal Trade Commission to apply for cancellation of fraudulently obtained regis- 
trations. The provisions for opposition, interference, and cancellation proceedings 
generally reflect the same basic idea that no mark shall be registered or remain 
on the register which is likely to cause confusion in the public mind. It is thus clear 
that under the structure of the Lanham Act the safeguarding of the public interest 
plays a vital part in the administrative determination of any pending application as 
well as in all inter partes decisions in opposition, interference, or cancellation pro- 
ceedings. 

2. Protection of the public against likelihood of confusion or deception is not, 
however, the only aspect of the public interest involved in the registration and 
protection of trade-marks. Equally important is the interest of the public in not 
being deprived of the common use of words which are in the public domain. When, 
therefore, the new concept of an “incontestable” right was introduced into the new 
statute, it was deemed necessary expressly to provide that no incontestable right 


°For a detailed discussion of the concept of related companies under the new act and its legal im- 
plicatons, cf. Taggart, Trade-Marks and Related Companies: A New Concept in Statutory Trade-Mark 
Law, and Shniderman, Trade-Mark Licensing—A Saga of Fantasy and Fact, supra; Statement of De- 
partment of Justice on H. R. 82, supra note 5, at 63. 
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should ever be acquired in a mark which is or has become a common generic term.’ 
It is further provided that in case of a formerly patented article a cancellation pro- 
ceeding may be instituted at any time, incontestability notwithstanding, if the name 
has become a common descriptive term. Moreover, a number of provisions were 
added to safeguard the public interest against monopolistic abuses of trade-marks 
and certification marks. Specifically, it is now provided in Section 33(b) (7) that it 
shall be a defense in an infringement suit based on an otherwise incontestable trade- 
mark that it has been, or is being, used to violate the antitrust laws of the United 
States.° 

The present article will not be concerned with those aspects of the public interest 
which center around these anti-monopoly provisions of the new Act. Nor will it 
add to the already voluminous literature discussing the legal requisites of trade-mark 
infringement.® Rather, it will try to pose and examine the problems which daily 
confront the Patent Office in balancing the private interest of an applicant or a 
registrant against a possible adverse public interest. As will be shown hereafter, 
this problem is particularly difficult because of the indefinite and nebulous nature of 
the present “public interest” concept, and is beclouded by a failure to realize that 
the problem arises in greatly varied forms in three different stages of a registration 
proceeding: (1) It is presented first when the Patent Office as administrative agency 
considers the registrability, of a trade-mark ex parte under Section 2 of the Act; (2) 
it may again appear in a somewhat different form in the course of an opposition, 
cancellation, or interference proceeding when the Commissioner of Patents acts 
in a quasi-judicial capacity in determining a controversy between two or more pri- 
vate parties; (3) and it may enter into the picture for the third time in a still 
different form when the Commissioner no longer serves either as administrator or in 
a judicial capacity, but is sued in equity by an unsuccessful applicant after a final ex 
parte rejection, or is joined as a co-defendant in such action by the defeated party to 
an opposition or other inter partes proceeding. 


7 Section 15(4) of the Lanham Act, 60 Star. 433, 15 U. S. C. §1064 (1946). The section inadvert- 
ently also includes “trade names” in the exception from incontestability although “trade names” as 
defined in §45 are not registrable as trade-marks on the principal register. This part of §15 was added 
in conference upon the suggestion of the representatives of the Department of Justice a few days before 
the bill was finally enacted. 

* The significance of this proviso is fully discussed in Timberg, Trade-Marks, Monopoly, and the 
Restraint of Competition, this symposium, infra. It is also treated in detail in Micron HanpLerR, TRADE- 
MARKs AND THE ANTITRUST Laws, a lecture before the Practising Law Institute, New York, in a series 
entitled TRADE-MARKs AND THE LANHAM ACT, p. 225, reprinted in 38 T. M. Rep. 387 (1948). Cf. 
also Borchardt, Are Trademarks an Antitrust Problem? 31 Geo. L. J. 245 (1943); Taggart, Trade 
Marks: Monopoly or Competition? 43 Micu. L. Rev. 659 (1945). 

*Callmann, Trade-Mark Infringement and Unfair Competition, this symposium, supra. James F. 
Hoce, TRADE-MaRK INFRINGEMENT (Practising Law Institute Lectures, supra note 8, at 93), reprinted in 
38 T. M. Rep. 400 (1948). Of the older literature, cf. Wolff, Non-Competing Goods in Trade-Mark 
Law, 37 Cor. L. Rev. 582 (1937); Goble, Where and What a Trade-Mark Protects, 22 Iu. L. Rev 
379 (1927); Oates, Relief in Equity Against Unfair Trade Practices of Non-Competitors, 25 Iv. L. Rev. 
643 (1931); Schechter, The Rational Basis of Trademark Protection, 40 Harv. L. Rev. 813 (1927). 
The most recent discussion of this subject may be found in Lunsford, Trade-Mark Infringement and 
Confusion of Source: Need for Supreme Court Action, 35 Va. L. Rev. 214 (1949). Cf. also I Harry D. 
Nims, THE Law or UNFAIR CoMPETITION AND TRADE-Marks 667 ef seq. (4th ed. 1947). 
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It thus becomes necessary to examine separately the different forms in which the 
public interest becomes directly or indirectly involved in each of these three stages of 
a registration proceeding. 

II 
CoNSIDERATION OF THE “Pusiic INTEREsT” In Ex Parte PRocgEDINGs 


1. The new Act of 1946, like the predecessor statutes, does not affirmatively state 
what may be registered as a trade-mark on the principal register, but negatively 
provides that “no trade-mark by which the goods of the applicant may be dis- 
tinguished from the goods of others shall be refused registration . . . on account of 
its nature,” unless the mark falls within one of a series of statutory prohibitions. 
Some of these prohibitions are absolute in character, while others are relative or 
“temporary.” In the first category belong the provisions which prohibit the regis- 
tration of immoral, deceptive, or scandalous matter, or marks comprising the flag or 
coat of arms. The prohibitions against registration of geographical or deceptive 
marks or surnames now fall into the second category; under Section 2(f) of the 
new Act such names may now be registered on the principal register if they have 
become distinctive of the applicant’s goods. By thus giving statutory recognition to 
the old common-law doctrine of secondary meaning, the Act empowers the Com- 
missioner of Patents to grant registrations in cases where the private rights of the 
trade-mark owner and the trade-mark significance of his mark have come to out- 
weigh the interest of the public in the unrestricted use of an originally descriptive or 
geographical term.’° 

Where, on the other hand, an application for registration comes into possible 
conflict with prior rights of third parties (Section 2(d)), a much more difficult 
problem of proper evaluation and consideration of the public-interest aspects of 
such third-party rights arises. Section 2(d) as now worded prohibits the registration 
of any mark “which so resembles a mark registered in the Patent Office or a mark 
or trade name previously used in the United States by another and not abandoned, 
as to be likely, when applied to the goods of the applicant, to cause confusion or 
mistake or to deceive purchasers ...” It is, of course, obvious that the paramount 
purpose of this provision is to protect the public from registration of marks which 
might result in a likelihood of confusion. But it is equally apparent that the extent 
to which such public interest should be recognized depends to a very large degree 
upon the scope of legal protection to which the owner of the conflicting registration 
is entitled. 

2. Before we attempt to solve the problem of balancing public interest and pri- 
vate rights for the purpose of administering Section 2(d), attention should be called 
collaterally and briefly to the following new features of the section: 

a. Most important of all: the new law has abolished the principle previously 


2°'The absolute prohibition in §2(c) against registration of a particular living person’s portrait or 
name without his or her consent is based on considerations of protecting a person’s right of privacy 
rather than trade-mark law and is not relevant for the purposes of the present discussion. 
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found in Section 5 of the Act of 1905, that in order to be rejected on the ground of 
likelihood of confusion, the applicant’s and prior registrant’s cr user’s goods must 
have “the same descriptive properties.” Moreover, Section 30 of the new Act now 
makes it entirely clear that the Patent Office classification of goods shall be used 
only “for convenience of Patent Office administration, but not to limit or extend 
the applicant’s rights.” Consequently, the Office has now been granted very broad 
authority to consider the probability of confusion administratively and before the 
mark is published in the Official Gazette for opposition by third parties. It is, of 
course, true that the exceedingly broad interpretation given in recent years to the 
language, “same descriptive properties,” by the Court of Customs and Patent Appeals 
in inter partes cases and by the equity courts in proceedings under Section 4915 
of the Revised Statutes, which will be discussed later in this article,1’ had immediate 
repercussions with respect to the ex parte practice in the Patent Office. Thus, after 
it had been held that the use of the same or similar mark on soap and soap recep- 
tacles!? might result in likelihood of confusion and that “therefore” those goods 
constituted merchandise “of the same descriptive properties,” the Office could no 
longer proceed to publish such marks in the Official Gazette, thereby leaving it to 
a potential opposer to raise the issue of likelihood of confusion. Similarly, after it 
had been held in contested cases that likelihood of confusion would result from 
simultaneous use of the same or similar mark on coffee and canned fruit respec- 
tively,* or on wearing apparel on the one hand, and children’s hats and blouses 
and similar articles on the other,’* the Office was, of course, bound to cite as refer- 
ences ex parte any previously registered marks falling within such related classes. 
The Office was also bound to adjust its practice to the result of the famous Yale 
decision,” in which the Circuit Court of Appeals, speaking through Judge Learned 
Hand, held in a 4915 proceeding involving an application to register the name “Yale” 
for electric batteries that the language “same descriptive properties” should be given 
no more than lip service in situations in which confusion of the public would 
result and in which, consequently, the applicant, even if he were successful in the 
Patent Office, could be sued as an unfair competitor. The court said: 


While we own that it does some violence to the language, it seems to us that the phrase 
should be taken as no more than a recognition that there may be enough disparity in 
character between the goods of the first and second user as to insure against confusion. 
That will indeed depend much upon trade conditions, but these are always the heart of 
the matter in this subject . . . We cannot say that that is the case here, for the fact that 
flashlights and locks are made of metal does not appear to us to give them the same 
descriptive properties except as the trade has so classed them. But we regard what the 
trade thinks as the critical consideration, and we think the statute meant to make it the 
test, despite the language used.'® 

12 See Part IV, infra. 

12 Elgin American Mfg. Co. v. Elizabeth Arden, Inc., 83 F. 2d 681 (C. C. P. A. 1936). 

48 California Packing Corp. v. Tillman & Bendel, 40 F, 2d 108 (C. C. P. A. 1930). 

14 B. F. Goodrich Co. v. Hockmeyer, 40 F. 2d 99 (C. C. P. A. 1930). 

18 Yale Electric Corp. v. Robertson, 26 F. 2d 972 (C. C. A. 2d 1928). 

487d. at 974. 
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This was the first case in which a court, even under the old law and handicapped 
by the language “same descriptive properties,” came to the conclusion in an equity 
proceeding under Section 4915 that the Office in appropriate cases should give con- 
sideration to a prior registrant’s or user’s equities as a matter of discharging its 
duty toward the public. The case was thus the first step toward the realization 
that to some extent a proper consideration of the public interest might require the 
application of principles of unfair competition by the Patent Office. 

As this article goes to press, the Court of Appeals for the Second Circuit has just 
held, squarely and for the first time, that the theory laid down in the Yale case has 
become statutory law under the new Act. In the majority opinion, Judge Learned 
Hand, while refusing to grant more drastic relief to the plaintiff than had been pre- 
viously awarded’™ because of the peculiar circumstances of this case and particularly 
the weakness of the mark involved, said: 


It is quite enough to explain the change of diction in the Lanham Act that Congress 
wished to do no more than clear up this doubt—if indeed it was not more than a doubt 
—and make the protection of the new right coextensive with the law of unfair competi- 
tion as it was in 1946, just as the Act of 1905 had made it coextensive with the law of 
1905. Besides, not only is this a sufficient reason for the change, but there is the strongest 
possible reason for not reading the language literally, because to do so would frequently 
result in great hardship to others, and give to the first user of a mark a wholly unjustified 
power to preempt new markets.1® 


It is true that Judge Hand then continued to say that not éven the law of unfair 
competition as of 1946 would justify the granting of more drastic relief to the plain- 
tiff, while Judge Clark, in a dissenting opinion, expressed the view that under the 
Lanham Act the previous case should be reopened for the purpose of awarding an 
opportunity to the plaintiff to show that the previous decree had not eliminated but 
had in effect increased confusion in the public mind with regard to the use by the 
defendant of the name “Johnson’s.” But the quoted statement and the majority 
opinion certainly pave the way for a much more general recognition of principles 
of unfair competition in trade-mark registration proceedings than has been the 
practice under the Act of 1905. 

Before we discuss the implications which will follow from the adoption of this 
new concept in Section 2(d) of the Lanham Act, reference should be made in 
passing to a few other noteworthy features of Section 2(d). 

b. It is significant to note that the type of likelihood of confusion which is to 
be considered by the Office ex parte is not surrounded by any limiting words what- 
soever, while such words of limitation do appear in the infringement section 
(Section 32). The latter section requires a finding of confusion or mistake or de- 
ception of purchasers “as to the source of origin” of the goods or services. The 
quoted language does not appear in Section 2(d). It was because of these limiting 


368. C. Johnson & Son v. Johnson, 116 F. 2d 427 (C. C. A. 2d 1940). 
160 S.C. Johnson & Son v. Johnson, 81 U.S.P.Q. 509, 513 (C.C.A. 2d 1949). 
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words that the Circuit Court of Appeals for the Seventh Circuit in a much criticized 
decision held that the simultaneous use of the well-known “Sunkist”’’ trade-mark 
by a baker on raisin bread was not likely to cause confusion as to “source of origin” 
of the goods, and that indeed the test for infringement under the new Act was not 
as broad as it had been under the Act of 1905, even though any reference to goods 
of the same descriptive properties had been eliminated from the infringement sec- 
tion. It would seem that the Patent Office in administering the new Section 2(d) 
should not necessarily be guided by the ruling in the Sunkist case, since the critical 
restrictive language which the court used as the basis of its decision is not repeated 
in Section 2(d). In other words, a consideration of the public interest as an ex 
parte matter might go beyond the measure of protection to which the prior registrant 
or owner may be held entitled in private litigation. It would seem rather doubtful, 
moreover, whether other courts would follow the interpretation of Section 32 by the 
Court of Appeals in the Sunkist case, since the entire history of the Lanham Act 
negatives the court’s conclusion that the infringement test was narrowed rather than 
broadened by the new Act.?™ 

c. Section 5(b) of the old Act prohibited registration of marks which were 
identical with or similar to “a registered or known trade-mark owned and in-use 
by another ...” In a separate proviso, it also prohibited the registration of any 
mark which consisted merely of the name of a corporation or firm. The new Act 
in combining these two provisions prohibits registration of an identical or confusingly 
similar mark over “a mark or trade name previously used in the United States by 
another and not abandoned.” This deliberate change in language has already led 
to three new policies which should not be overlooked in connection with the 
problems here discussed: 

(1) Corporate names as such no longer enjoy the anomalously broad pro- 
tection to which they were held entitled under the langauge of the old Act. With- 
out going into detail here, suffice it to say that under the Act of 1905 the mere filing 
of a certificate of incorporation with the Office—hundreds of such certificates are 
still on file—led to an ex parte rejection of any subsequent application which in- 
cluded the full corporate name of the corporation, regardless of whether an entirely 
different line of merchandise was involved and irrespective even of the fact that 
the subsequent applicant may have used his mark prior to the date of incorporation.’® 
Under the new Act, corporate names no longer enjoy such a privileged position. 


*7 California Fruit Growers Exchange v. Sunkist Baking Co., 166 F. 2d 971 (C. C. A. 7th 1947); 
cf. Notes, 48 Cor. L. Rev. 648 (1948), 16 Gro. Wasu. L. Rev. 589 (1948); Callmann, The “Sunkist” 
Decision: Trade-Marks at the Crossroads, 38 T. M. Rep. 304 (1948). 

*78The majority opinion in the Johnson case, supra note 16b, is clearly based on the assumption that 
the infringement test under the new Act has been broadened. No reference at all is found in that opinion 
to the Sunkist case, supra note 17, and the dissenting judge refers to it only as indicating the different 
interpretations to which the term “likelihood of confusion” has been and is being subjected. 

28 WaLTER J. DERENBERG, TRADE-MARK PROTECTION AND UNFAIR TRADING 637 ef seq. (1936). At 
the present time the Patent Office still accepts articles of incorporation for filing purposes, but these are 
used as references only against applications which are still pending under the Act of 1905. They will not 
be cited against applications filed under the new Act ! 
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Under Section 2(d) a previously used corporate name will not be cited against a new 
applicant unless a likelihood of confusion exists—just as in cases of trade-marks 
proper. From the viewpoint of protecting the public interest, it was never clear 
why adoption of someone else’s corporate name should have constituted an absolute 
ground of rejection while a previously owned trade-mark was cited only in cases 
where a likelihood of confusion might result.?® 

(2) As a result of this change, the Office is not likely to cite previously used 
trade names ex parte, although it has statutory authority to do so. It was suggested 
many times during the hearings” that even under the old Act the usual practice was, 
or should have been, to pass marks which might have embodied someone else’s trade 
name to opposition. It is likely that as a matter of administrative expediency no 
particular search will be made by the Patent Office as to the possibility of a con- 
flicting firm or corporate name, although reliance may, of course, be placed on such 
names by opposing parties subsequent to publication in the Official Gazette. 

(3) The change of language from “previously owned” to “previously regis- 
tered” has also resulted in abandonment of the practice which had prevailed at the 
Patent Office following the Commissioner’s decision in the Essex Rubber Company 
case” not to cite previous registrations under the Act of 1920 against new applica- 
tions under the 1905 Act. The basis for this rule, which reduced registrations under 
the 1920 Act to not much more than “hybrids,” was that a certificate issued there- 
under was not even prima facie evidence of “ownership” of the mark, and, therefore, 
would not come within the language “previously owned.” Under the new Act, 
registrations under the Act of 1920 or on the new supplemental register are being 
cited as references by the Office against new applications because the change in 
language from “previously owned” to “previously registered” was embodied pri- 
marily to overcome the effects of the Essex Rubber case. ; 

3. Against this new statutory background, we can now revert to an examination 
of the principal question with which this study is concerned, i.c., the determination 
of the issue of likelihood of confusion by the examining corps of the Trade-Mark 
Division on a strictly ex parte basis. It goes without saying that under the old Act 
all decisions of the Court of Customs and Patent Appeals in either inter partes or 
ex parte cases bearing on the presence or absence of same descriptive properties and 
on likelihood of confusion became immediately controlling precedents with regard to 


*° American Steel Foundries Co. v. Robertson, supra note 1; Holly Molding Devices v. Esquire, Inc., 
148 F. 2d 355 (C. C. P. A. 1945) (“Esquire” for hamburger molding machine held unregistrable upon 
opposition by Esquire magazine). Cf. also Ex parte Brown & Williamson Tobacco Corp., 68 U. S. P. Q. 
21 (C. P. 1945) (“Life” for cigarettes held unregistrable although in use prior to the incorporation of 
Life magazine). Cf. Skol Co., Inc. v. Olson, 151 F. 2d 200 (C. C. P. A. 1945), and Safeway Stores, 
Inc. v. Safeway Opticians, Inc., 68 U. S. P. Q. 332 (1946). 

*° Testimony of Edward S. Rogers in Hearings before the Subcommittee on Trade-Marks of the 
House Committee on Patents on H. R. 4744, 76th Cong., 2d Sess. 42 (1939); Hearings before the Sub- 
committee on Trade-Marks of the House Committee on Patents on H. R. 9041, 75th Cong., 3d Sess. 85 
(1938). 

*. Ex parte Essex Rubber Co., 47 U. S. P. Q. 189 (1940). Pearne and Crotty, Trade-Mark Registra- 
tion and the Lankam Bill, 23 J. Pat. Orr. Soc’y 58 et seq. (1941). 
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subsequent administrative determinations ex parte. On the other hand, it was never 
considered permissible under the narrow language of the old Act to give ex parte 
consideration to principles of unfair competition (nor were these principles applied, 
as will be shown hereafter,”* in the ordinary opposition, cancellation, or interference 
proceeding). In other words, if an applicant applied to register the word “Kodak” 
for bicycles,** or the words “Lady Esther” for tableware,* or the word “Waterman” 
for razor blades,” the Office had no alternative but to publish such marks and insti- 
tute opposition proceedings upon request of the manufacturer of the well-known 
camera, cosmetics, or fountain pen. If no opposition was filed, the marks had to be 
registered. Under the Lanham Act, however, this question may be asked: If it is 
true that the Act was intended to confer broad jurisdiction upon the Patent Office 
to apply certain equitable considerations of unfair competition in trade-mark regis- 
tration proceedings, would it be beyond the province of the Commissioner under 
Section 2(d) of the new Act to reject applications such as “Lady Esther” for table- 
ware ex parte? Or has the Office performed its duty of protecting the public against 
confusion if it publishes such marks for opposition in the expectation that a private 
party whose interests might be adversely affected by the registration will file an 
opposition? The answer to this basic question is especially difficult at the present 
time for two reasons: 

a. In the first place, our courts are not in agreement on the extent to which 
equitable relief should be available in situations not involving “competition” in the 
narrower sense of the word but involving what has been frequently called “con- 
fusion in the wider sense.”** This is not the place to offer a detailed discussion of 
the various types of situations in which relief has been granted in different juris- 
dictions. Suffice it to restate here briefly that the necessity for injunctive relief in 
cases not involving mere passing off or mere confusion of goods has been recognized 
to a larger or smaller extent in the following situations: (1) It is now well settled 
in this country—to quote Judge Learned Hand’s language in one of the famous 
cases—“that a trade-mark protects the owner against not only its use upon articles 
to which he has applied it, but upon such other goods as might naturally be 
supposed to come from him.”*’ In other words, the pre-emptive right of a trade- 
mark owner to a natural expansion of his business must be borne in mind. (2) In 
a long series of decisions, it has been established that the scope of such pre-emptive 
right depends to a large extent on the “strength” or “weakness” of the mark in- 
volved.** (3) In numerous cases” relief has been granted not on the basis of pre- 


22 See Part III of this paper. 
?° Eastman Kodak Co. v. Kodak Cycle Co., 15 Rep. Pat. Cas. 105 (1898) (use of the mark “Kodak” 
bicycles enjoined). 
** Cf. In re Ben Brande, infra note 39. 
251. E. Waterman Co. v. Gordon, 72 F. 2d 272 (C. C. A. 2d 1934) (use of the name “Waterman” 
enjoined with regard to razor blades). 

2° Wolff, supra note 9, at 588. 

271. E. Waterman Co. v. Gordon, 72 F. 2d 272, 273 (C. C. A. 2d 1934). 

28 |. the rule that coined or fanciful marks or names should be given a much broader degree of 
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serving an expected area of business for the trade-mark owner, but for the purpose’ 
of protecting him against confusion as to sponsorship or reputation. The most 
striking recent application of this principle may be found in the Seventeen cases, in 
which the owner of the magazine was granted injunctive relief against defendants 
who were using the mark “17” on non-competing goods, i.c., girdles and dresses. 
Judge Augustus Hand, speaking for the majority in the later case, said: 


It is settled law that a plaintiff who has established a right to a trade name which is 
fanciful or arbitrary or has acquired a secondary meaning is entitled to protection of his 
reputation against the use of that name by others even upon non-competing goods, if the 
defendant’s goods are likely to be thought to originate with the plaintiff . .. We can see 
no reason why the principle laid down by the foregoing decisions does not apply to the 
situation of confusion as to sponsorship found by the district judge to exist in the record 
before us. In either case, the wrong of the defendant consisted in imposing upon the 
plantiff a risk that the defendant’s goods would be associated by the public with the 
plaintiff, and it can make no difference whether that association is based upon attributing 
defendant’s goods to plaintiff or to a sponsorship by the latter when it has been determined 
that plaintiff had a right to protection of its trade name. In each case the plaintiff is 
likely to suffer injury to his reputation and his trade name.*° 


(4) Ever since the late Dr. Frank Schechter’s article on “The Rational Basis of 
Trade-Mark Protection,”** the concept of protecting a trade-mark against “dilution” 
has found gradual recognition in this country. It was this concept that led the 
New York court to grant relief to the owners ofthe “Tiffany” trade-mark against 
use of that famous name on motion pictures.>? The significant aspect of this “anti- 





protection than words in common use is sound, for it recognizes not only the orthodox basis of the law 
of trade-marks that the sale of the goods of one manufacturer or vendor as those of another should be 
prevented, but also the fact that in modern business the trade-mark performs the added function of an 
advertising device, whose value may be injured or destroyed unless protected by the courts.” Arrow 
Distilleries v. Globe Brewing Co., 117 F. 2d 347, 351 (C. C. A. 4th 1941). For further illustrations, 
cf. DERENBURG, op. cit. supra note 18, at 408 et seq., and II Rupotr CaLLMANN, THE Law oF UNFAIR 
CoMPETITION AND TRADE-MaRKS 1226 ef seq. (1945). 

The significance of “fabricated trade-marks” has won final recognition in the Johnson case, supra 
note 16b, where at the end of the majority opinion the following language is found: 

“If Congress really meant to allow every first user of a mark so to stifle all excursions into adjacent 
markets upon showing no more than that confusion would result, it seems to us that it would have 
said so more clearly. In the case of fabricated marks which have no significance, save as they denote 
a single source or origin of the goods to which they are attached, the first user’s right may indeed go 
so far. The second user can then show no interest of his own; and if, as will then appear, his only 
purpose is to trade on the first user’s good-will, it is indeed time to intervene. That situation is polar 
to this, and we do not believe that both have been swept into a common condemnation by the language 
used to create a new federal right.” (Italics supplied.) 

2° DERENBERG, Op. cit. supra note 18, at 419. Lunsford, supra note 9, at 218 and cases cited. In 
one isolated case under the old Act, confusion as to reputation was even held a sufficient basis for 
sustaining an opposition proceeding. Imperial Cotto Sales Co. v. N. K. Fairbanks Co., 270 Fed. 686 
(App. D. C. 1921). 

®° Hanson v. Triangle Publications, Inc., 163 F. 2d 74 (C. C. A. 8th 1947), cert. denied, 332 U. S. 
855 (1948); Triangle Publications, Inc. v. Rohrlich, 167 F. 2d 969, 972-973 (C. C. A. 2d 1948). 

*1 See note 9 supra. 

*? Tiffany & Co. v. Tiffany Productions, Inc., 264 N. Y. S. 459, 188 N. E. 30 (1932). The dilution 
concept found recent statutory recognition in an amendment to the. Massachusetts statute which now 
contains the following provision: 

“Likelihood of injury to busines reputation or of dilution of the distinctive quality of a trade 
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dilution” doctrine is that its applicability does not depend on the merits or demerits 
of the defendant’s merchandise. In other words, Professor Brown’s** observations 
that protection against confusion as to reputation would become irrational in situa- 
tions in which there is neither proof nor even an allegation to the effect that the de- 
fendant’s merchandise or services were in fact inferior to those offered by the 
plaintiff in an unrelated field would lose their force if the anti-dilution theory of 
the Massachusetts Act** or the Tiffany case is applied. In jurisdictions in which 
preservation of the uniqueness of a trade-mark may be recognized as necessary for 
the protection of the owner’s property right in the mark, not even confusion as to 
sponsorship or reputation need be present in order to justify equitable relief. 

b. Were it possible to look upon the various aspects of the “confusion” concept 
exclusively from the viewpoint of protecting private interests, the answer to the 
problem previously posed, i.e., which, if any, of these principles the Patent Office 
should consider on an ex parte basis, would be comparatively simple: we would 
have to conclude that injury to the reputation of a trade-mark owner’s business 
or confusion as to sponsorship and similar issues are matters which might. be 
properly raised in an inter partes proceeding by the injured party but which do not 
involve an issue of public interest for consideration by the Patent Office regardless 
of the attitude of the injured party. However, the answer is by no means as obvious 
as that. There are certain recent developments which seem to have so enlarged the 
concept of “public interest” that even issues which clearly fall within the realm of one 
of the above-mentioned four categories of unfair competition have come to be con- 
sidered as matters of public concern at the same time. A striking illustration of an 





name or trade-mark shall be a ground for injunctive relief in cases of trade-mark infringement or 
unfair competition notwithstanding the absence of competition between the parties or of confusion ‘as 
to the source of goods or services.” Mass. Gen. Laws c. 110, §7A, approved May 2, 1947. 

In what appears to be the first judicial interpretation of the Massachusetts Act, Judge Wyzanski, in 
discussing the scope of protection to which the owner of the trade name “Food Fair” was entitled, 
said: 

“The first of these two new substantive rights is protection against ‘likelihood of injury to business 
reputation.’ If one were to read that phrase without any acquaintance with the prior case law and the 
mischief sought to be remedied, it would be possible to construe it as affording protection only in a case 
where it was probable that defendant would render inferior services or sell inferior goods which would 
make customers think less of plaintiff. That is, plaintiff would be required to show—what has not 
been shown at bar—that defendant's services or goods were below plaintiff's standard. Cf. Frank, J., 
concurring in Standard Brands v. Smidler, 151:F. 2d 34, 43 (C. C. A. 2) (66 U.S. P. Q. 337, 345-6) 
commented on by Ralph S. Brown, Jr., 57 Yale L. J. at 1194. But such a literal reading is not war- 
ranted because the statute was obviously designed to make the Massachusetts law go at least as far as 
the unfair competition rules laid down im federal courts before the Erie case and as far as the Restate- 
ment of Torts. . ; 

“The second new substantive right is also applicable. It accords protection against ‘likelihood of 
dilution of the distinctive quality of a trade name.’ The position in this phrase of the adjective ‘dis- 
tinctive’ shows that what is protected is not merely a distinctive trade name such as a coined word 
but also the essential or characteristic quality inherent in any valid trade name after it has acquired 
a distinct secondary meaning.” Food: Fair Stores, Inc. v. Food Fair Inc., 79 U. S. P. Q. 114, 119 (D. 
Mass. 1948). 

*° Brown, Advertising and the Public Interest: Legal Protection of Trade Symbols, 57 Yaz L. J. 


1165, 1194 (1947). 
** Standard Brands, Inc. v. Smidler, 151 F. 2d 34, 42 (C. C..A. 2d 1945) (concurring opinion). 
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almost complete overlapping of “public” and “private” interest in cases of this kind 
may be found in a comparison of a series of private litigations instituted by the 
manufacturer of the “Lady Esther” cosmetics on the one hand, and a recent cease and 
desist order issued by the Federal Trade Commission under Section 5 of the Federal 
Trade Commission Act against the owner of the registered trade-mark “Lady 
Esther” for silverware, on the other. Indeed, it may be candidly stated that it was 
this recent Federal Trade Commission order and the legal implications which may 
flow from it with respect to the administration of the Trade-Mark Act by the Patent 
Office which served as the primary inspiration for the present study. 

The well-known trade-mark “Lady Esther” as used on cosmetics has been the 
subject of much litigation. In 1943, the Illinois court granted relief in equity to the 
cosmetics manufacturer against a defendant’s use of the “Lady Esther” name in con- 
nection with its “Lady Esther Corset Shoppe, Inc.”*° The decision was particularly 
noteworthy because it marked the first clear deviation by the Illinois state courts 
from the strict “passing off” rule. There was admittedly no direct competition be- 
tween the parties, but the court thought that the public might be led to believe that 
there was “some connection” in trade between the plaintiff and the defendant com- 
panies. It said: 


And the good-will of plaintiff, which it had built up at great expense over a period of 
years, would be whittled away. Courts of equity ought not to be so feeble as to be unable 
to prevent this.*® 


The court also specifically. mentioned that its decision was in harmony with the 
holdings of seven other cases in which “Lady Esther” had been previously protected 
in equity against use on hosiery, women’s clothing, jewelry, gloves, and other 
articles.*” Subsequent to its victory in the Illinois court, the same concern brought a 
civil action for infringement in the Federal District Court of Rhode Island in 1942 
seeking an injunction against the defendant’s use of the “Lady Esther” name in con- 
nection with a shoe business. It appeared that the defendant operated a shoe store 
in Providence, Rhode Island, under that name. Since he had adopted not only the 
trade name “Lady Esther” (on the alleged ground that it was the nickname of his 
son’s wife), but had also copied the peculiar script used by the plaintiff, his use 
of the name was held to be likely to cause confusion. The plaintiff was granted an 
injunction.*® It thus appears clear beyond doubt that the owner of the “Lady 
Esther” mark was held entitled to equitable relief not only as against actual com- 
petitors, but against third parties whose simultaneous use of the name may have 

°° Lady Esther, Ltd. v. Lady Esther Corset Shoppe, Inc., 317 Ill. App. 451, 46 N. E. ad 165 (1943); 
cf. comprehensive annotation in 148 A. L. R. 6. 

°° 46 N. E. 2d 165, 169 (1943). | 

** The owners of the “Lady Esther” mark were also successful in obtaining cancellation of a trade- 
mark “Lady Esther” registered in 1935 for a California concern which subsequently consented to the 
cancellation of the mark. (“Lady Esther,” T. M. No. 320,838, registered Jan. 8, 1935, cancelled May 


9, 1941, for use on hosiery, pajamas, underwear, etc.). 
*® Lady Esther Ltd. v. Flanzbaum, 44 F. Supp. 666 (D. R. I. 1942); cf. Note, 27 B. U. L. Rev. 


489 (1947). 
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resulted in injury to plaintiff's reputation or in confusion as to sponsorship. Even 
in the traditionally most conservative state courts of Illinois, such relief on principles 
of unfair competition was granted. In the light of this respectable line of decisions 
protecting the “Lady Esther” trade-mark, it would seem at first blush that the Patent 
Office would fully discharge its duty toward the public in a case in which a new 
applicant may apply for registration of “Lady Esther” for, let us say, neckties, if it 
published such mark for opposition in the expectation of a showing of injury by the 
cosmetics manufacturer in an opposition proceeding. No over-riding aspect of the 
public interest would seem to be involved thus far. However, the protection of the 
“Lady Esther” trade-mark recently also became a matter of concern for the Federal 
Trade Commission. While the available records do not indicate whether the 
Commission’s complaint was filed upon the suggestion of the trade-mark owner 
himself or upon a complaint by a member of the public, the fact remains that in 
June, 1943, a complaint was issued against a certain Ben Brande,*® under Section 5 
of the Federal Trade Commission Act, charging him with improper use of the 
“Lady Esther” mark in connection with the manufacture of cheap silverware. The 
respondent, by using advertisements such as, “Get this beautiful Lady Esther De- 
sign Silverware Set,” was charged to have misled the public into believing that his 
products originated with the well-known and prominent cosmetics concern identified 
in the public mind with the name “Lady Esther.” In November, 1948, the Com- 
mission issued its order enjoining respondent from using the words “Lady Esther” 
with regard to tableware and similar products. After stating that the name “Lady 
Esther” had become famous as the cosmetics manufacturer’s trade-mark and enjoyed 
wide and favorable reputation, the Commission found: 


By the use on his products, and in his literature of the trade-mark “Lady Esther,” the 
respondent has created in the minds of the purchasing public much confusion and mis- 
understanding as to the origin, value and quality of his products. Because of the public’s 
long familiarity with the trade-mark “Lady Esther,” and the tendency of many individual 
members of the public to associate such trade-mark with the Lady Esther Company, Ltd., 
such members of the public, upon seeing the name used on and in connection with the 
respondent’s products, are led to believe that such products are manufactured by and are 
the products of the Lady Esther Company, Ltd.*° 


The Commission also stated in paragraph seven of its findings that the respondent’s 
tableware was not of the quality and did not give the performance which the pur- 
chasing public ordinarily expected to receive in purchasing products marked “Lady 
Esther.” The conclusion was then reached that the defendant’s use of the trade- 
mark resulted in “prejudice and injury of the public.” 

The Lady Esther case is, of course, not the first trade-mark infringement case in 
which the Federal Trade Commission detected a sufficiently important public interest 
to justify its intervention. The Commission many years ago took jurisdiction in a 

8° lm re Ben Brande, an individual trading as Sales Stimulators, Docket No. 4982 (1948). 


4° 1d. 96, p. 3. 
“17d. p. 4. 
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case of this type in the now famous Klesner case,*” involving an allegedly unfair and 
unauthorized use of the name “Shade Shop.” It was in that celebrated case that Mr. 
Justice Brandeis, speaking for the Supreme Court, denied the Commission’s right to 
proceed in cases in which “the protection of the public is an incident of the enforce- 
ment of a private right.” The opinion said: 


But to justify the Commission in filing a complaint under section 5, the purpose must 
be protection of the public. The protection thereby afforded to private persons is the 
incident. Public interest may exist although the practice deemed unfair does not violate 
any private right... 

In determining whether a proposed proceeding will be in the public interest the Com- 
mission exercises a broad discretion. But the mere fact that it is to the interest of the 
community that private rights shall be respected is not enough to support a finding of 
public interest. To justify filing a complaint the public interest must be specific and 
substantial.4% 


Under the rule of the Klesner case, the finding of a specific and substantial public 
interest became a jurisdictional prerequisite which, if challenged in court, had to be 
proved by the Commission. However, in some subsequent cases the Klesner rule 
seems to have been somewhat relaxed. Thus, it was held in Parke, Austin & Lips- 
comb, Inc. v. Federal Trade Commission* that the trial examiner did not have to 
make a specific finding with regard to the requisite public interest. The court there 
said: . 

The question of public interest is a matter upon which the Commission was competent 


to pass and it is sufficient for present purposes that the complaint alleged the existence 
of a public interest which the proof shows was necessarily involved in the merits of the 


case.*® 


Under the rule of this case, no specific finding as to the presence of a public in- 
terest need be made so long as it is alleged in the complaint.** In the meantime, 
the Commission had been sustained in a case in which an order had been issued 
against use of the name “Remington” on radio sets.*’ The court agreed with the 
Commission that the name was selected by the respondent “because of contemplated 
advantage by lessening or otherwise injuring the business of present or potential 
rivals.” “We are of the opinion,” said the court, “that the purchasing public is 


“2 Federal Trade Commission v. Klesner, 280 U. S. 19 (1920). 

* 7d. at 27, 28. 

“4142 F. 2d 437 (C. C. A. 2d 1944). 

“5 Id. at 441. 

*6 On the other hand, it was said in the more recent case of S. Buchsbaum & Co. v. Federal Trade 
Commission, 160 F. 2d 121, 123-124 (C. C. A. 7th 1947), contrary to the holding of the Parke case: 

“However, even though there be no proof of actual deception required, there must be a showing that 

the acts and practices sought to be proscribed are detrimental to the public interest in order to satisfy 
the statutory requirement that the proceeding be in the public interest. 15 U. S. C. A. §45(b). Here 
the Commission made no finding that the deception, if any, had ever resulted in or had any tendency 
to result in detriment to the purchasing public. We find nothing in the findings to support the conclusion 
that the acts and practices are all to the prejudice and injury of the public.’” 

‘™The Pep Boys—Manny, Moe & Jack v. Federal Trade Commission, 122 F. 2d 158 (C. C. A. 3d 


1941). 
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entitled to be protected against the species of deception practiced by the petitioner 
and that its interest in such protection is specific and substantial.”** It was stressed 
in the Remington case that the purchasers of some 5800 radios over a number of 
years might have been deceived into purchasing an article which they might not 
have bought if clearly informed as to its origin.” 

On the other hand, in November, 1947, the Commission issued a “Statement of 
Policy’®® which, it is submitted, cannot be easily reconciled with the course sub- 
sequently taken in the Lady Esther case. This Statement of Policy as to private 
controversies reads as follows: 


It is the policy of the Commission not to institute proceedings against alleged unfair 
methods of competition or unfair or deceptive acts or practices where the alleged violation 
of law is a private controversy redressable in the courts, except where said practices tend 
to affect the public. In cases where the alleged injury is one to a competitor only and 
is redressable in the courts by an action by the aggrieved competitor and the interest of 
the public is not involved, the proceeding will not be entertained. 


If the Lady Esther case is examined in the light of this Statement of Policy, it 
is not immediately apparent why it should not have been considered as one of those 


sv las at 161, 

*° While the Commission may have instituted numerous other proceedings based on trade-mark in- 
fringement; apparently so such case. has reached the courts on appeal since the Remington case was de- 
cided. Nor has the respondent in the Lady Esther case, so far as the writer is informed, filed an appeal 
from the Commission’s order. ‘A comment upon the Remington case in 41 Cox. L. REv. 1457, 1459- 
1460 (1941) states: 

“In thus failing to adhere to the Klesner holding on virtually identical facts, the instant case is a 
striking example of the recent judicial tendency to recognize ‘public interest’ in a wide variety of 
cases; it also marks the accompanying shift in emphasis from the competitor to the consuming public. 
Another effect is to be noted. In trade-mark simulation cases (such as the present) the public interest 
is hardly as immediate and apparent as in certain other cases of unfair competition where jurisdiction has 
been denied. It may therefore be presumed that the instant case, if accepted, will pave the way for a 
broader expansion of the Commission’s powers.” Cf. also McAllister, Basic Trends in Progress of 
Federal Trade Commission Act, ANTITRUST Law SyMposium 95 (Commerce Clearing House, Inc., 1949). 

5° FEDERAL TRADE COMMISSION, RuLEs, PoLicy, ORGANIZATION, AND Acts (1947). 

5 Td. .at 35. This Statement of Policy seems to be in complete accord with the statements of those 
who witnessed the early history of the Commission and the enactment of its organic act. Mr. Nelson B. 
Gaskill, in a paper entitled Public Interest Versus Private Interest in the Federal Trade Commission Act, 
11 Proc. Acap. Por. Sci. 673, 681 (1926), said): . 

“Just as it became necessary to the public welfare, in order that all men might live in peace, to 
restrain from fighting those whose individual self-control was not equal to the task of conforming 
to the requisite standard, so the Federal Trade Commission law stands as a declaration that the public 
welfare requires all business practices to conform to certain standards of fairness, honesty and im- 
partiality, and that those who do not see eye to eye in these matters be restrained, to the end that honest 
men may do business: honestly without fear or threat from dishonest practices directed into the market 
place, that integrity will not be crippled by corruption and that fair dealing may be the bond of trust 
between buyer and seller.” 

In the same publication, Mr. Gilbert H. Montague, in a paper entitled The New Policy and Procedure 
of the Federal Trade Commission, states at page 684: 

“Mr. Rublee and I may sometimes have had differences as to what that act was intended affirmatively 
to do, but there was one thing we absolutely believed it was not intended to do, and that was to take 
jurisdiction over the petty cases of infringement of trade-marks, or misrepresentation in matters of that 
kind, and that it was not intended to duplicate the functions of the Department of Justice in the 
enforcement of the Sherman Anti-Trust Act. On those two subjects, we felt absolutely certain.” 

An interesting account of the early history of §5 is offered by George Rublee, The Original Plan 
and Early History of the Federal Trade Commission, id. at 666, 669-670. 
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cases in which the alleged violation of law is a “private controversy redressable in 
the courts.” It is true, of course, that even in cases of this type the public interest 
may be indirectly involved, since some confusion as to sponsorship or reputation 
might have resulted from the respondent’s use of the trade-mark on tableware. Such 
a minimum public interest, however, is involved in every conceivable case of trade- 
mark infringement or unfair competition. It can hardly be true, therefore, that any 
private controversy between a trade-mark owner and another party using his mark 
on unrelated goods involves a sufficiently substantial public interest to take the case 
out of the Commission’s policy statement. Such a view, if generally accepted, would 
logically lead to the conclusion that any owner of a well-known trade-mark who 
may get tired of bringing infringement suits, or who may be disinclined to do so for 
financial reasons, may turn the matter over to the Commission, suggesting the insti- 
tution of a cease and desist order proceeding and, in appropriate cases, if the de- 
fendant should have a trade-mark registered under the new Act, the bringing of a 
petition for cancellation of such mark under Section 14(d) of the Lanham Act. 
But it is particularly noteworthy in this respect that the provision of Section 14(c) 
conferring jurisdiction on the Federal Trade Commission to bring cancellation pro- 
ceedings refers only to sub-sections (a), (b), and (c) of Section 2, and makes no 
mention whatsoever of Section 2(d). This in itself would seem to create a strong 
inference that the issue of likelihood of confusion with a previously registered 
mark was not considered by Congress to be among the grounds on which a can- 
cellation proceeding on behalf of the public interest should be instituted.5” 

It is not the purpose of this article critically to examine the scope of the Com- 
mission’s jurisdiction under the public interest clause of its organic act. The question 
we are here concerned with is simply this: If the use by another of the “Lady Esther” 
trade-mark on unrelated goods may not only injure the trade-mark owner’s reputa- 
tion or good will but—according to the Commission’s findings—involves a sub- 
stantial public interest, then would it not seem to be the duty of the Patent Office, 
which acts as the guardian of that interest, to refuse an application by such new- 
comer ex parte? In other words, would the Office fail in its duty toward the pub- 
lic if it passes to publication an application for “Kodak” for candy, or “Lady Esther” 
for neckties, or the like? 

It is submitted that even in the light of the public-interest concept as applied by 
the Federal Trade Commission in the Lady Esther case, the Patent Office should 


5 It may be noted in passing that a proper demarcation of public as compared with private interest 
is further obscured by §43 of the Lanham Act, which now gives a private cause of action to any person 
whose interests may be adversely affected by misrepresentations or use of false designations of origin. 
While there has been no direct adjudication under this section thus far, Judge Clark in the recent 
California sportswear case (California Apparel Creators v. Wieder of California, 162 F. 2d 893 (C. C. A. 
2d 1947); cf. Annotation, 174 A. L. R. 496; Notes, 48 Cor. L. Rev. 158 (1948); 119 N. Y. L. J. ror, 
col. 1, Apr. 23, 1948; 26 Tex. L. Rev. 355 (1948); 28 B. U. L. Rev. 80 (1948)) involving a class 
suit by a number of manufacturers against misuse of the word “California” on sportswear not originating 
in that state, observed that such class suits might perhaps be properly instituted under §43 of the Lanham 
Act. Cf. Callmann, False Advertising as a Competitive Tort, 48 Cor. L. Rev. 876 (1948). 
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not ordinarily reject such applications ex parte under a theory of guarding the public 
against deception. Since our registration statute specifically provides several reme- 
dies which may be pursued by a party injured or damaged by a proposed registration, 
it would seem to be the safer course and more in line with the basic structure of the 
Act not to appear as vicarious avenger for the public’s rights but to invite opposition 
and objections by those whose “reputation” or good will may be injured. Certainly 
the interest of the trade-mark owner against “dilution” of his mark is of no im- 
mediate concern to the public in general. Somewhat less remote but still legally 
almost indiscernible would be the interest of the public in protection against use of 
the name “Esquire” on socks, or “17” on women’s dresses. It should not be over- 
looked in this regard that the Federal Trade Commission in issuing orders in cases 
like the Lady Esther case proceeds on the basis of a record which must contain evi- 
dence, usually in the form of oral testimony, bearing out the Commission’s con- 
clusion that some segment of the public may have been actually confused. The 
Examining Corps of the Trade-Mark Division in examining a new application does 
not proceed on the basis of any record; nor is there an opportunity afforded to those 
whose interests may be most vitally affected to raise objections or offer evidence of 
likelihood of confusion. In other words, the examiner would have to base his con- 
clusion as to a possible adverse effect on the public entirely on his own personal 
judgment. This may not be too hazardous if nationally known trade-marks such as 
“Vaseline,” “Kodak,” or “Hershey” are involved; but there may be hundreds of 
other marks which are equally well known to certain specialized business interests 
or groups without being within the immediate sphere of knowledge of the exam- 
iner. 

The conclusion would seem to be inescapable, therefore, that even under the 
broad confusion test of Section 2(d) of the new Act, applications involving possible 
confusion as to sponsorship or reputation should not be rejected ex parte on the 
ground of an ever present parallel interest of the public to be protected from this 
type of confusion. It seems that for the purpose of registration proceedings the 
private interests of the previous registrant are primarily involved and that the public 
interest in such situations is not sufficiently predominant to compel the Office to 
reject the application in its capacity as guardian of the public interest and irrespective 
of the previous registrant’s own attitude. 

However, we should perhaps recognize one possible exception to this rule: In 
some instances, an applicant’s purpose of capitalizing upon a well-known trade- 
mark’s uniqueness and reputation appears to be so obvious from the face of the 
application that an ex parte rejection would appear to be not only justifiable but 


53 The hazards of official notice in administrative proceedings are pointed out in a challenging recent 
article by Professor Kenneth Culp Davis, Official Notice, 62 Harv. L. Rev. 537 (1949). In England, too, 
even the courts are reluctant to take judicial notice of the celebrity of certain trade-marks or names. Thus 
Mr. Justice Harman, in the recent case of Rolls Razor Ltd. v. Rolls (Lighters) Ltd., 66 Rep. Pat. Cas. 137, 
139 (1949), said with regard to the name “Rolls-Royce”: “It would, however, be an affectation not to 
admit that even a judge may have heard of ‘Rolls-Royce.’” 
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the only appropriate action. In cases of that kind it would not be necessary for the 
Patent Office to rely on the prohibition of Section 2(d) alone. Under Section 2(a) 
of the Act, the Office not only may but must reject a mark which “. . . falsely sug- 
gests a connection with persons, living or dead .. .” Where an applicant adopts 
famous words or marks such as “Lucky Strike,” or “Hershey,” or “GE,” or “Ford” 
for goods other than those for which these various marks have been registered, such 
adoption of the marks alone may not necessarily and under all circumstances create 
a likelihood of confusion. But where, in addition to adopting such words, an 
applicant copies a peculiar design or script which is in current use by the previous 
registrant, the Office would clearly be justified in rejecting the application ex parte 
on the ground that the mark “falsely suggests a connection” with an existing business 
or corporation. To revert once more to the Lady Esther case: If in the case before 
the Federal Trade Commission the respondent had actually used not only the name 
“Lady Esther” but the peculiar script in which the cosmetics manufacturer may be 
using the mark, then a rejection of a new application showing the identical mark 
and script or design could be justified under Section 2(a) of the new Act. But in 
the absence of such collateral aggravating circumstances, an application to register 
the words “Lady Esther” for merchandise as different as tableware and cosmetics 
should be published even under the new Act so as to put the burden of proving 
damage or an adverse effect on the public on the previous registrant rather than on 
the Patent Office. 

It should not, of course, be assumed that the private interest or attitude of a pre- 

vious registrant should be permitted to prevail over a possible adverse public in- 
terest in situations where, in the judgment of the Commissioner, the registration of a 
mark applied for would clearly conflict with a prior registration and inevitably lead 
to confusion of the public. In other words, the Patent Office will always consider 
it its paramount duty to preserve and protect the “purity” of the register. For that 
reason, it is the established practice in the United States as well as in many other 
countries not to accept so-called “letters of consent” from previous registrants in cases 
in which registration would clearly run afoul of the prohibition contained in Section 
2(d) of the Act. Thus, the Commissioner said several years ago: 
There have been decisions holding that where the owner of a mark consents to its registra- 
tion to another, reasonable doubts with respect to the similarity of the goods involved 
should be resolved in favor of the applicant. However, the interests of the public may 
not be ignored; and when it appears that the goods are so nearly related that their sale 
under identical trade marks would be likely to confuse the public or to deceive purchasers, 
registration must be denied nothwithstanding the owner’s consent.54 


5 George A. Breon and Co. v. Aronovic, 33 U. S. P. Q. 390, 391 (C. P. 1937). (Italics supplied.) 
The Court of Customs and Patent Appeals has frequently expressed the same view. It said in the 
leading case of Im re Laskin Brothers, Inc., 146 F. 2d 308, 309 (C. C. P. A. 1944): “The Commissioner 
of Patents acts as the guardian of the public interests and the parties by their deeds or agreement cannot 
confer upon him the power to do that which he is prohibited{ from doing under the statute.” (Italics 
supplied.) Similarly, it was said in the earlier case of Skookum Packers Ass’n v. Pacific Northwest 
Canning Co., 45 F. 2d 912, 915 (C. C. P. A. 1930): “The mandate of the statute is plain, and parties 
cannot, by their conduct or by any agreement, confer upon the Commissioner of Patents the power to 
do that which the law forbids.” Cf. also Gediman, The Public Interest Is Paramount, 27 J. Pat. Orr. 


Soc’y 634 (1945). 
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On the other hand, where there may exist reasonable doubt in the examiner’s mind 
because of differences in either the marks or the goods, or both, consent by a prior 
registrant should, and under recent practice usually will, have an important per- 
suasive effect in determining registrability. In other words, the Patent Office may 
conclude that if the previous registrant would not consider himself injured by the 
application, there may be less likelihood that the general public would be confused. 
Such a liberal attitude toward the acceptance of letters of consent will very often 
avoid unnecessary contests between two or more parties who honestly believe that 
simultaneous use of their respective marks never has resulted and probably never 
will result in likelihood of confusion. The correct approach, it is suggested, is ad- 
mirably stated in a recently published letter from the Canadian Registrar of Trade- 
Marks, summarizing the applicable principles as follows: 


If an application is filed for a mark identical or substantially identical to one appearing 
on the Register and for similar wares, the Registrar will not accept a consent by the 
registered owner as sufficient authority to enable the application to proceed to registra- 
tion. The Registrar considers that in the interest of the public he must maintain the 
purity of the register. In such circumstances, the consent is considered to be tantamount 


to a licensing. 

On the other hand, however, if the marks simply disclose a degree of similarity 
sufficient to raise a doubt in the Registrar’s mind as to registrability, the Registrar will ac- 
cept a statement by the registered owner that, in the opinion of the registered owner, the 
contemporaneous use of the mark sought to be registered and the mark appearing on the 
register in connection with the respective wares on which the marks are used, would 
not cause confusion in the market, as sufficient basis for the registration of the applica- 


tion.*® 
The task of the Trade-Mark Division in initially passing on the registrability of 
a trade-mark as a matter of duty toward the public as well as the applicant could 


55 Letter from J. P. McCaffrey, Canadian Registrar of Trade-Marks, to the meeting of the Montreal 
Branch of the Patent Institute of Canada, Feb. 1, 1949; 9 Can. Pat. Rep. 51. 

The same principle prevails in Great Britain. Ever since the case of In re Dewhurst, 2 Ch. D. 137 
(1896), it is well established that consent by a prior registrant is an important factor for consideration 
since registration would, affect his interests most; but it is not considered conclusive or binding on 
the registrar. As a matter of fact, the British Patent Office and the courts have time and again stressed 
the importance of protecting the public interest in registration proceedings. Thus, Lord Macmillan 
observed in Bass, Ratcliff and Gretton, Ltd. v. Nicholson & Sons, Ltd., 49 Rep. Pat. Cas. 88, 111 (1932): 

“There are obviously two main interests to be protected when a trade mark is presented for registra- 
tion. There is first the interest of the public. A trade mark ought not to be registered if its use will 
be apt to mislead the public as to the origin of the goods they are purchasing. There is also the 
interest of other existing traders who are entitled to object if the use of the trade mark proposed for 
registration will be calculated to enable the applicant’s goods to be passed. off on the public as such other 
traders’ goods. The statute is accordingly concerned to see that these interests are duly protected.” 

In one instance, the British court went so far as to say: 

“In cases of alleged confusion the interests of the public are a more important consideration than 
the relative rights of the parties.” In re Egg Products Lim’s Application, 39 Rep. Pat. Cas. 155 (1922). 

Lord: Bowen, in Paine & Co.'s Tms, 10 Rep. Pat. Cas. 217, 232 (1893), has said: “The purity of 
the Register of Trade Marks is of much importance to trade in general, quite apart from the merits or 
demerits of particular litigants.” And, in the famous Perfection case, Joseph Crosfield & Sons, Ltd.’s 
Appl., 26 Rep. Pat. Cas. 837, 861 (1909), Farwell, L. J., said: “The question is not merely one be- 
tween the applicants and the opponents who appear before the tribunal; no agreement between :them 
ought to influence such a tribunal.” 
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hardly be more succinctly defined than in the words of Lord Parker in one of the 
leading British cases: 

The proper time for considering whether a mark is registrable, or whether, having 
regard to the interests of the public, it ought to be accepted or rejected, is, in my opinion, 
when the application for its registration first comes before the Registrar under the 
twelfth section of the Act of 1905. If the mark be then allowed to proceed to advertise- 
ment . . . all possibility of considering whether, in the interests of the public or otherwise, 
it ought to be admitted to registration, may have been lost, for unless there be private 
opposition to the registration the mark must .. . be put on the Register.°* 


Ill 


Tue CoNsIDERATION OF THE Pustic INTEREST IN CONTESTED CasEs 


A. Cases Pending Before the Examiner of Interferences Or, on Appeal, 
Before the Commissioner of Patents 

1.As a general rule, Lord Parker’s just-quoted admonition that the critical time 
for considering the public interest is the period before publication of the mark 
for opposition is of course, equally pertinent in the United States. In principle, 
publication in the Official Gazette is tantamount to a finding by the Office that 
registration of the published mark would not have an adverse effect on the public 
and that the application will mature into registration unless the private interests of 
a potential opposer might be damaged thereby. The primary issue to be then 
decided by the Examiner of Interferences or by the Commissioner on appeal is a 
determination of the respective private rights of two adverse parties, whether it be an 
issue of priority in an interference proceeding or a question of damage or injury in an 
opposition or cancellation proceeding. The Examiner of Interferences and the 
Commissioner, on appeal, thus act in a quasi-judicial capacity; and where the 
opposition or cancellation is based on a previously registered or used mark with 
which the published or registered mark may conflict, the issue of likelihood of con- 
fusion will be raised again, but will now be decided on the basis of evidence sub- 
mitted by the parties. It thus becomes apparent that the interest of the public to be 
protected against likelihood of confusion may, and normally does, re-enter the picture 
at this stage, although under somewhat different circumstances. If, for instance, the 
trade-mark “Lady Esther” for shoes were passed to publication by the Office, as 
according to our previous discussion it should be,®® the owner of the well-known 
cosmetics mark might now for the first time raise the issue that confusion as to 
his reputation might result or that his well-known mark should be protected against 
“dilution.” At this stage the Office would not have to rely on facts of which it may 
or may not have official notice, such as the reputation of a famous trade-mark, but 
will afford the opposer an opportunity to build a record establishing the possibility 
of damage to his mark. Obviously, the extent and likelihood of such damage can- 
not in turn be determined without a finding on the part of the Examiner of Inter- 


5° Ww. & G. Du Cros., Ltd.’s Appl., 30 Rep. Pat. Cas: 660, 669-670 (1913). 
°8 Supra Part 1. 
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ferences that confusion of some sort on the part of the public is likely to result. But 
in reaching this conclusion, the confusion issue (or the priority issue in case of an 
interference) is resolved on the basis of proof of damage on the part of the opposer. 
Failing such proof, the opposition will be dismissed and the mark registered unless 
it is rejected ex parte on other grounds even at this stage of the proceeding.™ 

2. It becomes necessary then to re-examine the problem of likelihood of confusion 
and the concept of confusion itself as an inter partes rather than an ex parte issue. 
To put it differently: If we are correct in our previous assumption that even under 
the Lanham Act of 1946 confusion as to reputation or sponsorship or dilution of a 
mark is not the type of confusion which should ordinarily result in an ex parte re- 
jection of a new application under Section 2(d), was it the intent and purpose of the 
new Act to give consideration to these types of confusion as an incident of an op- 
this broader confusion test underlies the structure of the new Act with regard to 
poser’s damage or.as a ground for cancellation? It can hardly be questioned that 
inter partes contests and that the elimination of all reference to goods “of the same 
descriptive properties” will prove of far-reaching significance in connection with the 
determination of the confusion issue in opposition and cancellation proceedings. 
It is true, of course, that even under the old law the Court of Customs and Patent 
Appeals at one time at least had so emphasized the likelihood of confusion concept 
as to practically read the concept of “same descriptive properties” out of the Act. 
Thus, the court had said in the early leading case of B. F. Goodrich Co. v. Clive E. 
Hockmeyer :® 

While it is true that the statute was not intended to be as comprehensive as the 
principles of equity applicable to the law of trade-marks, it certainly was not the purpose 
of the Congress to enact a statute opposed to those principles. To so hold would be but 
to deny that the statute was enacted in the light of common sense. Such a construction 


would require the registration of trade-marks which would not be recognized as legiti- 
mate by the courts under the substantive law of trade-marks.* 


Even farther went the court’s decision in the Three in One case,®* where the ma- 
jority held an adhesive cement to have the “same descriptive properties” as an oil 
used as a lubricator or polish for metal. Significantly, the dissenting judge in that 
case expressed great concern over the court’s alleged usurpation of equity powers 
and complete disregard of then existing statutory limitations, which should have 


5° See notes 83 and 84 infra. 

£9 40 F. 2d gg (C. C. P. A. 1930). 

1 1d, at 103-104. The next step was taken in the line of cases beginning with the Elizabeth Arden 
case (Elgin American Mfg. Co. v. Elizabeth Arden, Inc., 83 F. 2d: 681, 687 (C. C. P. A. 1936)), where 
it was held that soap and soap receptacles are “related” articles of commerce since they are sold at the 
same stores to the same class of people and are designed to be used together: 

“It is true that they are not composed of the same materials. Many articles possessing the same 
descriptive properties, in a statutory sense, are not. The real question confronting us is whether the 
goods of the respective parties are so related, commercially or otherwise, that, when marketed under 
the involved trade-marks, the purchasing public might reasonably conclude that they originated with 
the same concern.” Id. at 688. 

*2 Three in One Oil Co. v. St. Louis Rubber Cement Co., 87 F. 2d 479 (C. C. P. A. 1937). 
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prevented a holding of likelihood of confusion without a finding of “same descriptive 
properties.” The following two paragraphs of the dissenting opinion are particularly 
noteworthy: 


Reason as we may, think of the case as we will, the naked fact remains that the majority 
decision in the final analysis rests upon the proposition that the mark may be looked to in 
determining the question of “same descriptive properties” and notwithstanding the ap- 
parent recognition given the statutory phrase quoted, the decision in effect reads that 
phrase out of the statute. The decision means, and can mean nothing else, as I view it, 
that hereafter without any reference to the properties of the goods, this court will look 
to the mark, and if, in our judgment, the mark might create some sort of confusion, then 
it must follow that the goods are of the same descriptive properties. 

I have never felt and do not now feel that such is a correct interpretation of the 
statute. Any trade-mark can be abused or misused. Both the common law and statutory 
law make provision for protection against abuses and misuses, and proper tribunals are 
provided in which to enforce remedies. It happens that this court has not so far been 
clothed with authority to enter the equity field. There are many very sound legal reasons 
why we should not try to force ourselves into it.®* 


When, however, an opposition was filed in 1936 by the owner of the magazine 
Better Homes and Gardens against registration of the words “Better Homes” for 
lawn grass seed,®* the court considered it necessary to retreat somewhat from the 
broad rule announced in the Three in One case, and restated its position in the fol- 
lowing language: 

A consideration of this line of cases, together with many others which might be cited, 
shows plainly the trend of authority so far as this court is concerned. It has never an- 
nounced or intended to announce that it considered the words “the same descriptive 
properties” should be eliminated from the law. On the contrary, it has in all of these 
cases reiterated that the primary consideration was to ascertain whether the goods were 
or were not of the same descriptive properties. In this ascertainment, the rule has been 
liberalized so that all factors may be considered in ascertaining this fact.®° 


3. The Lanham Act, by eliminating any reference to the descriptive properties 
of the goods, has now given statutory recognition to a confusion concept which em- 
bodies not only the result reached in the Three in One case but, beyond that, enables 
the Examiner of Interferences to apply, wherever justified, prevailing equitable prin- 
ciples of the law of unfair competition. Under the new law, it will no longer be 
correct or necessary for the Office and its appellate administrative tribunal to pro- 
ceed on the theory, as phrased by the dissenting judge in the Three in One case, that 
the Office “has not so far been clothed with authority to enter the equity field” and 
that it should not “try to force itself into it.” On the contrary, if it should appear 
from the evidence that an applicant could be enjoined by the opposer in a court of 
equity on the usual grounds of unfair competition, the opposition should be sus- 
tained. While practically no inter partes cases involving this problem under the new 


8 Id. at 484. 
** Meredith Pub. Co. v. O. M. Scott & Sons Co., 88 F. 2d 324 (C. C. P. A. 1937). 


* Id. at 328. 














Tue Parent Orrice as GUARDIAN OF THE PusLic INTEREST 311 


Act have so far been decided by the court or even by the Commissioner, some of 
the more recent determinations by the Examiner of Interferences and by the Com- 
missioner, even though technically still under the old Act, clearly indicate a realiza- 
tion of this new trend. Let us glance, for instance, at the recent case of Junior Guild 
Frocks, Inc. v. Page & Dixon Drug Co., Inc.,°° involving, inter alia, the question 
whether the owner of the trade-mark “Junior Guild” for women’s dresses could 
cancel registration of the same mark for cosmetics. Under the peculiar facts there 
involved, the Commissioner found that even under the old Act, women’s dresses 
and cosmetics might be considered “goods of the same descriptive properties.” He 
then observed: 


It is to be noted that the Trade Mark Act of 1946 has eliminated the phrase “goods 
of the same descriptive properties” from the corresponding section of that Act (Sec. 2(d) 
of the Trade Mark Act of 1946) apparently making the likelihood of confusion or mistake 
or deception of customers the only test. While that Act does not apply to this case, the 
omission is considered significant as indicating the emphasis which has been, and must 
be placed upon the existence of likelihood of confusion.” 


It would seem that under the new Act there can be little doubt that in view of 
the well-known custom of dressmakers to add a cosmetic line to their products, the 
public would be likely to be confused as to sponsorship or reputation if the identical 
mark appeared on both lines of goods. 

It may be even more interesting to speculate on what the outcome might have 
been under the new law of a motion to dismiss an opposition recently filed by an 
applicant for registration of the word “Swift”®* across the outline of a flying bird 
against the well-known meat packing concern, which relied on its registrations for 
“Swift” and “Swift’s” for meat, soap, and cleaning powder. The theory of the op- 
position was that members of the public upon seeing the word “Swift” on a weighing 
scale in a butcher shop might erroneously connect the meat packer with the manu- 
facturer of weighing scales and that, if the weighing scales were inferior, this might 
reflect on the opposer’s reputation. The Commissioner felt constrained to grant 
the motion to dismiss on the ground that, under the old Act of 1905, “there must 
come a point at which goods are so different that they cannot be considered goods 
of the same descriptive properties as a matter of law.” It would seem that under 
the new law the motion to dismiss would have to be denied under such circum- 
stances, since it may not well be maintained that use of the word “Swift” on weigh- 
ing scales may not cause confusion as to source or sponsorship as a matter of law. 
In other words, the opposer should at least be afforded an opportunity under the new 
Act to offer proof as to possible damage to his reputation or as to the origin of the 
goods, or—in exceptional cases—possibly damage from “dilution” of his famous 
mark. It was this realization which led the Examiner of Interferences in a recent 

*6 9 U.S. P. Q. 41 (C. P. 1948). 


°7 Id. at 45. 
8 Swift & Company v. B. & P. Swift, Ltd., 80 U. S. P. Q. 594 (C. P. 1949). 
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case® to deny a motion to dismiss by an applicant for registration of the word 
“Alligator” for tobacco as against an opposer who alleged that the applicant’s mark 
should not be registered over his well-known trade-mark “Alligator” for raincoats. 
Whatever may be the final adjudication on the merits of such a case, the broad con- 
fusion test of the new Act would certainly seem to entitle the opposer at least to 
submit his evidence and prepare a record. 

The lack of uniformity among the various jurisdictions with regard to the avail- 
ability and scope of equitable relief in cases involving confusion as to sponsorship 
or reputation will, of course, be a considerable handicap to the Patent Office tri- 
bunals in passing on these issues. Only recently one federal court of appeals found 
no confusion between the mark “V-8” as used on a vegetable cocktail on the one 
hand, and the name “VA” for tomato juice and similiar products on the other,” 
while only a short time before another court of appeals had held the owner of the 
“V-8” trade-mark entitled to enjoin use of the same mark for vitamin tablets.” 
Should the Office follow the most recent and rather liberal decision by the Court of 
Appeals for the Ninth Circuit in Safeway Stores, Inc. v. Dunnell,™ where in a 4915 
proceeding the Safeway grocery stores were not only held entitled to oppose regis- 
tration of applicant’s “Safeway” mark as used on toilet seat covers, but were actually 
granted an injunction as a result of a counterclaim against continued use of the mark 
on seat covers?’* Or should the Office be guided by the narrow view of the Sun- 
kist case,"* denying a reasonable likelihood of confusion even under the new Act 
between fruit and raisin bread? However individual contested cases of this kind 
may be decided by the Commissioner, it cannot be denied that he clearly has the 
authority under the new Act to give due consideration to all such equitable con- 
siderations regardless of whether or not he may feel justified in exercising such 
authority in the individual case. 

4. Interesting and difficult questions of a possible conflict between broad equities 
and the principle of maintaining the purity of the register are bound to arise in con- 
nection with two other innovations of the Act of 1946 which have found little adju- 
dication so far: The recognition in Section 2(d) of so-called “concurrent” registrations 
and the provision in Section 19 admitting the equitable principles of laches, acquies- 
cence, and estoppel in all inter partes proceedings (including those which were 
pending when the new law became effective). 

°° The Alligator Co. v. Larus & Bro. Co., Opposition No. 27,915, motion to dismiss denied, Nov. 26, 


1948. 

7° Standard Brands, Inc. vy. Eastern Shore Canning Co., 172 F. 2d 144 (C. C. A. 4th 1949), cert. 
denied, 174 U. S. L. Week 3360 (June 7, 1949). 
™ Standard Brands, Inc. v. Smidler, 151 F. 2d 34 (C. C. A. 2d 1945). Cf. Comment, The Extent 
a Trade-Mark Owner's Rights with Reference to the Kind of Goods, 35 T. M. Rep. 103 (1945). 
7 80 U.S. P. Q. 115 (C. C. A. oth 1949). 
™8 The case is now pending before the Supreme Court on petition for certiorari. 
™* Supra note 17. 
"That the Commissioner may apply such equitable principles of unfair competition seems even 
clearer now in the light of the just decided case of S. C. Johnson & Son v. Johnson, supra note 16b, al- 
though that was an infringement case and did not directly pass upon the scope of the Commissioner's 


jurisdiction in inter partes cases. 


~ 
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a. As construed by the Patent Office in the only case so far adjudicated by the 
Commissioner, the concurrent-use provision can only be invoked if the applicant’s 
date of first use precedes the filing date of a pre-existing 1905 or 1881 registration. 
This is not the place to examine the highly controversial question to what extent, 
if any, common law rights may have been validly acquired in commerce by an ap- 
plicant subsequent to a registration under the 1905 Act.’® Our problem here con- 
cerns that part of Section 2(d) which makes it incumbent upon the Patent Office to 
deny a concurrent registration even to an otherwise qualified applicant if confusion 
or mistake or deceit of purchasers is likely to result “from the continued use of 
said marks ...” Under the present structure of the new Act, a preliminary finding 
by the Examiner of Trade-Marks of lack of such likelihood of confusion is a pre- 
requisite to instituting a concurrent-use proceeding. It then becomes the major 
and controlling issue in an inter partes proceeding before the Examiner of Inter- 
ferences. It would seem, however, that the approach toward a finding of confusion 
which will in turn result in a denial of the application for concurrent registration 
should be somewhat different from that normally applied. The statute itself invites 
a distinction by putting the emphasis on the “continued use” by both parties. This 
language lends significance to the fact that the two marks may actually have been 
used side by side for a number of years without any actual confusion. In 
the normal registration proceeding, such past events bear little, if any, weight, since 
a determination of “likelihood” of confusion involves speculation with regard to 
prospective consequences rather than an equitable consideration of past practices. 
In other words, situations may well arise under Section 2(d) in which the Office 
might ordinarily find a likelihood of confusion as an abstract proposition but where- 
in this possible adverse effect on the public and on the purity of the register would 
appear outweighed by the special circumstances of a lawful concurrent use. Where 
a court has found such lawful use, the Patent Office is, of course, bound under the 
proviso of Section 2(d) to conform its register to the court decree. But it cannot be 
denied that the new law gives the Commissioner himself the authority to make such 
a finding in proper cases. Even in Great Britain, where, as previously noted,” 
the interest of the public and the purity of the register are jealously guarded by the 
Patent Office, the courts, including the House of Lords, have recognized that in 
proper cases of an honest concurrent user and other “special circumstances” the 
purity of the register may have to be sacrificed for the purpose of recognition of 
special equities. Thus, it was stated by Sargant, J., in the case of Maeder’s Applica- 
won: 


Then what is the effect of the section? It seems to me that it gets rid of the prima 
facie disability imposed on the registering authority by section 19, and enables a trade 
mark which is either identical with an existing trade mark or is nearly identical with 

7° March, supra note 1; Halliday, Concurrent Registrations Under the New Trade-Mark Law, 37 


T. M. Rep. 243 (1947). 
77 Supra note 55. 
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an existing trade mark to be registered in the case either of honest concurrent user or 
other special circumstances; that is to say, it, in my opinion, relaxes the strict rule 
which had otherwise bound the registering authority under the previous legislation 
in a certain limited class of cases. It seems to me that the intention was to allow the 
Court to weigh against a slight possibility of deception, or a slight possibility of confusion, 
in the minds of the public, the commercial claims which a proprietor of a common law 
trade mark might have acquired through a considerable amount of concurrent user."® 


If the concurrent use provisions of the new Act are to have any practical value, the 
Office will have to be similarly lenient in cases of applicants who meet all other 
qualifications of the Act but whose continued use of the mark and its registration 
might lead to such “slight” possibility of confusion in the minds of the public. 

b. A similar situation might conceivably arise in cases in which under the new 
Act an applicant is permitted to raise the defenses of laches, acquiescence, or estoppel. 
Where, for instance, an opposer has not only silently permitted an applicant to build 
up a substantial business under a mark: but may have affirmatively encouraged the 
applicant to do so, the latter may be held entitled to a registration even though 
under normal circumstances the application would be rejected ex parte on the ground 
of likelihood of confusion under Section 2(d): .This, however, would only be true 
in situations in which—to quote Judge Learned Hand in the White House case—® 
“the owner may have so conducted himself as impliedly to assure the newcomer that 
he does not object, and the newcomer may have built upon that assurance.” 

It is, of course, well settled that mere delay does not deprive the trade-mark 
owner of his right to a permanent injunction even though he may lose the right to 
a preliminary injunction or to an accounting of profits.*° It would follow, therefore, 
that even in cases of laches an opposition might have to be sustained as long as the 
opposer would: still be in a position to secure permanent injunctive relief against 
the applicant in a court of equity. Along this line of reasoning, it was held by 
Assistant Commissioner Daniels in the recent case of Kroger Grocery & Baking 
‘Company v. Country Gardens, Inc. that an opposition by the owner of the mark 
“Country Club” for canned food against registration of the words “Country Garden” 
for canned vegetables had to be sustained because the opposer had not so conducted 
himself as actually to be deprived of his right to an injunction in an equity court. 
The Commissioner held in effect, therefore, that the interest of the public in the 
purity of the register and the prohibition against registration of confusingly similar 
marks under Section 2(d) outweighed the considerable equities on which the appli- 


78 33 Rep. Pat. Cas. 77 (1916). (Italics supplied.) 

7° Dwinnell-Wright Co. v. White House Milk Co., 132 F. 2d 822, 825 (C. C. A. 2d 1943). 

®°In the most recent federal decision involving the defense of laches and acquiescence, Greyhound 
Corp. v. Rothman, 81 U. S. P. Q. 185 (D. Md. 1949), Judge Coleman observed that the passage of time 
was not as important as the circumstances surrounding it and that delay in protesting or acquiescence 
implied by silence must be accompanied by other circumstances in order to constitute ground for denial 
of injunctive relief. In granting an injunction against fraudulent use of the name “Greyhound,” Judge 
Coleman relied on the oft-quoted statement by the Supreme Court in Menendez v. Holt, 128 U. S. 514, 
523 (1888): “Mere delay or acquiescence cannot defeat the remedy by injunction in support of the legal 
right, unless it has been continued so long and under such circumstances as to defeat the right itself.” 
8156 U. S. P. Q. 542 (C. P. 1948). 
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cant sought to rely. It is suggested, however, that, in a case in which the equities of 
an applicant are so strong as seriously to impair or vitiate the opposer’s possible right 
to equitable relief, the Commissioner would be justified in granting the applicant’s 
registration on the theory so well expressed in the above-cited British case, that 
under such special circumstances some “slight” confusion in the mind of the public 
may have to be condoned as a matter of special justice to the applicant.®” 

5. As a general rule, the Trade-Mark Division “loses jurisdiction” over the appli- 
cation once it is passed to publication. Where, however, reasons become known 
after the mark has been published for which the mark should have been rejected 
ex parte, the Examiner of Trade-Marks may ask the Commissioner for “jurisdiction” 
in order to reject the mark ex parte even after it has been published for opposition 
and even though no opposition may have been filed. This usually happens in situa- 
tions in which it subsequently comes to the attention of the Division that the mark 
may actually be generic or otherwise unregistrable, so that the public interest would 
be adversely affected if the application were permitted to mature into registration. 
Under the prevailing rules of the Office, such a request may be made by the 
Examiner of Trade-Marks even after an inter partes proceeding has been instituted.** 
Such a finding of unregistrability ex parte may not only be made by the Examiner 
of Trade-Marks, but by the Examiner of Interferences as well and even by the 
Commissioner on appeal from inter partes decisions by the Examiner of Inter- 
ferences. The cases are quite numerous, therefore, in which either the Examiner 
of Interferences or the Commissioner himself has acted as “guardian of the public 
interest” and rejected a mark ex parte regardless of whether the ex parte ground 
formed a part of the issues raised by the opposition or interference or not. As a 

82 For a more detailed discussion of the problems arising from the application of §19, cf. Derenberg, 
Equitable Defenses in Patent Office Proceedings 38 T. M. Rep. 495 (1948). It is sometimes argued 
that the new Act has changed the established rule under which the validity of ‘an opposer’s registration 
is not in issue in an opposition proceeding unless a counterclaim for cancellation is filed. This rule, 
which is based on sound considerations of public policy, continues to prevail under the new Act. But, as 
suggested in the above-mentioned paper, it should perhaps not be so strictly applied as to deprive an 
applicant of the opportunity of showing the weakness of the opposer’s mark or parts thereof. In other 
words, third-party registrations may well be given added consideration in inter partes proceedings not 
as a matter of equitable defense nor as an attack on the validity of the opposer’s mark, but simply 
as a circumstance having a sometimes decisive bearing on the issue of likelihood of confusion. -Thus, 
where an applicant desires to have published a mark beginning with the letters “veg” for canned 
vegetables or ‘“‘vita” for vitamins, the fact that there may be many other registrations beginning with 
such letters should certainly be a persuasive factor in determining likelihood of confusion between 
the applicant’s and the opposer’s marks, in cases wherein the opposition is based on a mark beginning 
with the same letters. Kraft Walker Cheese Co. v. Kingsland, 75 F. Supp. 105 (D. D. C. 1947). Cf. 
also Jenney, A Plea for Realism in Trade-Mark Oppositions, 29 J. Par. Orr. Soc’y 668 (1947). 

Any further discussion of these problems is, however, deemed outside the scope of this paper. 

Rule 24.3 specifically provides as follows: 

“If, during the pendency of a contested or inter partes case, facts appear which in the opinion of 
the Examiner of Trade-Marks render the mark of any applicant involved unregistrable, the attention of 
the Examiner of Interferences shall be called thereto. The Examiner of Interferences may suspend the 
proceeding and refer the case to the Examiner of Trade-Marks for his determination of the question of 
registrability, and the proceeding shall be dissolved or continued in accordance with such determination. 


The consideration of such facts by the Examiner of Trade-Marks shall be inter partes.” RULEs oF 
Practice IN TRADE-Mark Cases (U. S. Dep’t of Commerce, 1948). 
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matter of fact, the Court of Customs and Patent Appeals has emphasized on many 
occasions that it is not only the right but the duty of the Patent Office tribunals to 
reject pending applications on ex parte grounds regardless of whether such grounds 
are brought to the attention of the Examiner of Commissioner by the adverse party 
to the proceeding.8* Where such an ex parte ground is raised by an opposer, 
but the opposer fails to satisfy the Examiner that he would be damaged by the pro- 
posed registration, his opposition will be dismissed but the mark rejected ex parte. 
This most frequently happens in cases where the opposer does not rely on a previous 
registration but on the ground that the mark sought to be registered is generic, de- 
scriptive, or otherwise invalid. Unless the opposer can show that he himself would 
be damaged in view of his own use of the word in a generic or descriptive sense, his 
opposition will be dismissed even though the application may be rejected ex parte. 
This distinction between sustaining an opposition as an inter partes matter but on 
a ground which would have also justified an ex parte rejection and a dismissal of 
an opposition with simultaneous rejection of the application ex parte, assumes con- 
siderable importance at a later stage of the proceeding if the dissatisfied applicant 
should decide to institute an equity action under Section 4915.°° It is sufficient for 
our present purposes to emphasize that the public interest in keeping off the register 
marks whose registration would violate any one of the prohibitions of Section 2 
stays with the application as long as it is within the jurisdiction of the Commissioner 
himself. However, grounds such as likelihood of confusion as to sponsorship or 
reputation are not and should not be among the ex parte grounds on which the 
Examiner of Interferences or the Commissioner on appeal should reject the mark. 
As previously pointed out, these issues predominantly affect the private interest of 
the opposing party rather than the interest of the general public.** 


®¢Englander v. Continental Distilling Co., 95 F. 2d 320 (C. C. P. A. 1938); Frankfurt Distilleries, 
Inc. v. Dextora Co., 103 F. 2d 924 (C. C. P. A. 1939). 

8° The jurisdictional problems here arising will be considered further infra, Part IV. 

°° Supra, Part I. There was a strange inconsistency under the old practice with regard to the effect 
of an opposer’s failure to plead the corporate-name clause of the Act. Although under §5 of the Act of 
1905 the adoption of somebody else’s entire corporate name was listed among the grounds on which 
the Office was bound to reject a new application, the Office and the Court of Customs and Patent 
Appeals always proceeded on the theory that this clause had to be specially pleaded by the opposer and 
that failure to plead it would result in a “waiver” on the opposer’s part. This practice seems difficult 
to justify from the public-interest point of view: It also frequently led to rather anomalous results. 
Thus, in the most recent case of Tidy House Products v. Tidy-House Paper Products Co., 80 U. S. P. Q. 
526 (C. P. 1949), the opposition by the Tidy House Products Company to registration of the words 
“Tidy House” was sustained with regard to use on paper towels, paper napkins, and similar articles on 
the ground that the words were the opposer’s entire corporate name and regardless of the difference in 
properties of the articles involved; while, on the same day, an opposition by the same party was dis- 
missed with regard to other paper household products such as garbage bags, paper cups, etc., because 
opposer had failed specifically to raise the name clause and was therefore considered to have “waived” 
it. 80 U. S. P. Q. 527. From the viewpoint of the public and that of the “purity of the register,” the 
applicant’s error in one of these cases specifically to plead the ‘“‘name clause” of §5 of the old Act 
should hardly have led to different decisions in the pending opposition proceedings. 
’ In the Swift case, supra note 68, the opposer had also failed specifically to plead the name clause. 
The Commissioner refused to consider the point ex parte. 
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B. Cases Pending Before the Court of Customs and Patent Appeals 

It goes without saying that any decision in an inter partes case by the Examiner 
of Interferences or by the Commissioner on appeal which is based on or involves ex 
parte considerations and is appealed to the Court of Customs and Patent Appeals 
will be reviewed by that court in the last instance. Thus, to mention only one recent 
case,*’ the court held that in an opposition proceeding involving an application of 
the word “Telecolor” it became unnecessary to rule upon the likelihood of confusion 
between that mark and the opposer’s “Technicolor” because the Patent Office tri- 
bunals had rightly held that “Telecolor” should be rejected ex parte as being either 
descriptive or misdescriptive. The court, therefore, affirmed the Patent Office on the 
ex parte ground of descriptiveness without even considering the applicability of the 
so-called “name clause” of the Act of 1905 or the question of likelihood of confusion 
between “Technicolor” and “Telecolor” as applied to radio receivers on the one 
hand and motion picture color film on the other. 

But a more difficult problem arises when the Patent Office tribunals, after due 
consideration of all possible ex parte considerations for rejection, whether they are 
raised by the opposer or not, reaches the conclusion that the mark is registrable. 
If in such cases the opposition is dismissed for failure of the opposer to show injury, 
may the opposer upon appealing to the Court of Customs and Patent Appeals chal- 
lenge the correctness of the. Patent Office’s ex parte ruling? In other words, should 
the Court of Customs and Patent Appeals act as the guardian of the public interest 
and reconsider on its own motion or upon suggestion by the unsuccessful opposer the 
correctness of the Patent Office’s determination that the mark sought to be regis- 
tered was actually registrable under the statute? This question was squarely pre- 
sented to the court in the recent case of Revere Paint Company v. Twentieth Century 
Chemical Company,** and answered in the negative by a majority of the court. The 
suggestion that the court should consider the ex parte issue on its own motion in 
order “to safeguard the public interest” was rejected with the curt statement that 
it was “so obvious as to require no discussion” that the court had no such authority. 
In a strong dissenting opinion, Judge O’Connell expressed the view that the court 
as well as the Commissioner of Patents has a duty to safeguard the public interest 
and that, consequently, the court had jurisdiction to hold the mark unregistrable as 
a matter of public interest and regardless of the assigned reasons for appeal or the 
contentions of the parties. However, since the decision in the Revere case, it must be 
considered established law that the Court of Customs and Patent Appeals will not 
act as guardian of the public interest unless it can do so in the exercise of its statutory 
reviewing authority. It follows that an unsuccessful opposer is barred from acting 
as vicarious defender of the public interest after the Commissioner of Patents has 
held the mark registrable, since in that event the ex parte issue of registrability is 

87 Columbia Broadcasting System v. Technicolor Motion Picture Corp., 166 F. 2d 941 (C. C. P. A. 


1948). 
88 150 F. 2d 135 (C.C. P. A. 1945). 
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not deemed to be within the statutory jurisdiction of the administrative appellate tri- 
bunal. 


IV 


THe CoMMISSIONER OF PaTENTs AS GUARDIAN OF THE Pustic INTEREsT IN Equity 
ProceEDINcs UNDER SECTION 4915 OF THE Revisep STATUTES 


We now come to the consideration of the last and—until the enactment of the 
Lanham Act—the most confused and unsatisfactory phase of our problem: Under 
what circumstances and to what extent does the Commissioner of Patents act as 
guardian of the public interest when made a defendant or co-defendent in an equity 
action under Section 4915?*® And is it really true, as suggested by Judge O’Connell 
in the Revere case,® that it makes no difference from the viewpoint of protecting 
the public interest “whether the action of the Commissioner of Patents taken of his 
own motion is technically described as an ex parte or an inter partes decision”? It 
is submitted that it indeed does make a difference whether the decision appealed 
from was an ex parte rejection or involved an adjudication of the respective rights 
of two or more private parties. Failure to recognize this distinction under the Act 
of 1905 has led to an almost incredible state of confusion among the various courts 
and has resulted in the necessity in recent years of bringing parallel actions against 
both the successful opposer and the Commissioner of Patents in the District of 
Columbia and in the district in which the successful opposer is located.®* At least, 
in one very recent case the plaintiff's action in the District of Columbia was dis- 
missed on the ground that the successful opposer was not subject to the jurisdiction 
of the court and that the suit could not proceed against the Commissioner alone, 
while the plaintiff's simultaneously filed suit in the Third Circuit was dismissed 
there on the theory that the successful opposer could not be sued alone without join- 
ing the Commissioner as a party.°? Consequently, the result would be in such cases 
that the plaintiff actually finds himself out of court altogether. Both the successful 
opposer and the Commissioner have been labeled in various conflicting decisions at 
one time as “adverse party,” then as “proper party,” then as “necessary party,” then 
as “indispensable party,” without the courts’ ever reaching an actually fair and 
workable solution. Thus it was held—to mention only a few leading cases—in 
Century Distilling Company v. Continental Distilling Company® that only the suc- 
cessful opposer and not the Commissioner of Patents was an indispensable party to a 

®° O’Brien, Trade Mark Cancellation and Opposition Proceedings and the R. S. 4915 Remedy, 24 
J. Par. Orr. Soc’y 42 (1942). 

°° Supra note 88, at 141. 

°. Cf. for instance, Speed Products Co. v. Tinnerman Products, Inc., 73 U. S. P. Q. 181 (S. D. N. Y. 
1947); Speed Products Co. v. Kingsland and Tinnerman Products, Inc., 77 U. S. P. Q. 447 (App. 
D. C. 1948); and the still pending cases of Warsaw Brewing Corp. v. Kingsland and Atlantic Brewing 
Co. (N. D. Ill., Civil No. 48C 1662); Warsaw Brewing Corp. v. Kingsland and Atlantic Brewing Co. 
(D. D. C., Civil No. 4621-48); Botany Worsted Mills v. S. L. Peacock (D. N. J., Civil No. 11479), and 
Botany Worsted Mills v. Commissioner of Patents (D. D. C., Civil No. 2746-48). 


*? Botany Worsted Mills v. S. L. Peacock (D. N. J., Civil No 11479) (still pending). 
*8 106 F. 2d 486 (C. C. A. 3d 1939). 
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4915 proceeding involving an issue of confusion between the mark applied for and 
the opposer’s previously registered mark. Since there was “an opposing party” it 
was held that a copy of the bill need not be served on the Commissioner under the 
very language of Section 4915, and that he was not, therefore, a necessary party. In 
Drackett Company v. Chamberlain Company,** on the other hand, the Commis- 
sioner had sustained an opposition on the ground of the mark’s descriptiveness and 
an equity suit was brought against the successful opposer in his jurisdiction without 
joining the Commissioner of Patents. The court there said: 


The Commissioner of Patents is an essential party in any contest concerning the descrip- 
tive character of the respective trade marks in suit. That essential party defendant is 
lacking in the instant case and of necessity cannot be made a party defendant in a juris- 
diction in which he is a nonresident® 


Contrariwise, it was held in J. C. Eno (U. S.) Ltd. v. Coe*® that a suit under 
Section 4915 cannot-proceed against the Commissioner of Patents alone where the 
action seeks cancellation of a registered mark allowed by the Commissioner just 
prior to the institution of the suit. In distinguishing its own previous decisions, the 
court stated that a party who has been successful in a Patent Office interference or 
opposition proceeding is an indispensable party to a suit which seeks to cancel his 
mark. This was stated to be “an elementary and obvious matter of due process.” 
Shortly before the Eno casé, the same court had held in the Hodart case®™ that the 
Commissioner is not an “adverse party” to a suit brought under Section 4915 by a 
defeated applicant for a patent or trade-mark. In the Eno case, the court expressly 
stated that the validity of a trade-mark cannot be litigated in a suit against the 
Commissioner of Patents to which the owner of the mark is not a party. However, 
when the question subsequently arose whether the Commissioner could be sued 
alone and was a “proper party” in a situation where an opposition had been sustained 
because of likelihood of confusion with a previously used trade name, the same 
court held that such an action may proceed in the District of Columbia against the 
Commissioner of Patents alone.°* The court there refused to distinguish between 
ex parte issues upon which the Commissioner may refuse to register a mark as a 
matter of public interest and inter partes cases in which he acts in a quasi judicial 
capacity adjudicating the rights of opposing parties. “No such line of distinction 
can properly be drawn. Presumably the Patent Office acts in the public interest in 
all cases, whether it grants or refuses the patent or trade-mark registration.” The 
fact—continued the court—that the opposer called the Office’s attention to the earlier 
“mistake” did not make the second decision any less an action in the public interest 
than if the Patent Office tribunals themselves had originally discovered it. More- 

*481 F. 2d 866 (C. C. A. 3d 1936). 

°5 Id. at 867. 

- 8106 F. 2d 858 (App. D. C. 1939). 
°™ Coe v. Hobart Mfg. Co., 102 F. 2d 270 (App. D. C. 1939). 


°8 Tomlinson of High Point v. Coe, 123 F. 2d 65 (App. D. C. 1941). 
°° 72. at 66. (Italics supplied.) 
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over, the court took the position that the opposer could not act to carry out a court 
decree authorizing registration and that the public interest could not properly 
be served without the participation of the Commissioner.“ In its most recent (and 
most drastic) decision on this point, which was rendered after the new law had 
become effective but involved a suit filed prior to the effective date of the Act, the 
court of appeals went so far as to say that only the Commissioner of Patents and 
not the successful opposer is an indispensable party to an equity action to set aside 
the Commissioner’s decision sustaining an opposition.’*' Here again, the Patent 
Office had found the applicant’s mark registrable as an ex parte matter but subse- 
quently sustained the defendant’s opposition based on a previously registered mark, 
thereby in effect adjudicating that the opposer would be damaged by the registration. 
In an effort to clarify the entire problem, the court summarized what it considered 
to be the correct rule in the following paragraph: 


In order, therefore, that there may be no dispute as to the holding of this case, we 
hold that the opposer is a proper but not an indispensable party in such an action under 
§4915 and thus that the dismissal of this action by the District Court was improper, based, 
as it was, on the erroneous ground that the opposer in this case was an indispensable party. 
The rights of the opposer may be fully protected by his intervention if he desires to do so 
but the rights of the appellant should not be defeated by reason of the failure or refusal 
of the opposer to appear.'©” 


If proper consideration of the public interest should actually require the con- 
clusion reached by the court in the Barron-Gray case, we would have to accept the 
following anomalous results: (1) The very person who has functioned below as an 
adjudicator of a private contest between two parties would now become the sole 
defendant and only indispensable party. (2) A successful opposer or petitioner for 
cancellation or applicant in an interference proceeding would be compelled, no mat- 
ter where located, to intervene as a voluntary defendant in the District of Columbia. 
(3) A decision by the Commissioner deciding, for instance, that one interfering 
applicant had priority over another or that an opposer would be damaged by a new 


00'The court apparently overlooked the very language of the statute, which speaks in terms of 
“authorizing” the Commissioner to act and not in terms of directing him to do so. It has been well 
established since the early leading case of Vermont Farm Machine Co v. Marble, 20 Fed. 117 (C. C. D. 
Vt. 1884), that is is not necessary to make the Commissioner a party defendant solely for the purpose 
of carrying out the mandate of the court. Said the court in the Vermont case: 

“It is further objected against the jurisdiction here that the court here could not compel obedience 
of the commissioner at the patent office to its decree. It is to be presumed, however, that a high officer 
of a department of the government will do his duty without compulsion, or even command, from any 
quarter, especially in a matter where he has no interest, nor the government any, except that the duty be 
done. This provision of the statute is framed according to this view.” Id. at 118-119. 

Moreover, §37 of the Lanham Act now gives broad power to the federal court to order registration or 
cancellation of trade-marks or otherwise rectify the register. Such decrees and orders, the section con- 
tinues to provide, “‘shall be certified by the court to the Commissioner, who shall make appropriate 
entry upon the records of the Patent Office, and shall be controlled thereby.” Under the theory of the 
Barron-Gray case, infra note 101, and the Tomlinson case, supra note 98, it would be necessary to join 
the Commissioner of Patents as a party defendant in an infringement suit in order to make certain that 
he will carry out the court’s order! 

72 Barron-Gray Packing Co. v. Kingsland, 171 F. 2d 576 (App. D. C. 1948). 

202 Td. at 578. 
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registration because of injury to the opposer’s reputation or good will would have to 
be considered primarily as involving issues affecting the public interest rather than 
the private rights of such interfering or opposing parties. 

It was to avoid and correct such a distorted view of the character of the Com- 
missioner’s decision in inter partes matters that Section 21 of the Lanham Act was 
enacted. This section now unequivocally states: 


The Commissioner of Patents shall not be a necessary party to an inter partes proceeding 
under Revised Statutes 4915, but he shall be notified of the filing of the bill by the clerk 
of the court in which it is filed and the Commissioner shall have the right to intervene 
in the action. 


The purpose of the new provision was clearly indicated by two statements made by 
former Assistant Commissioner Fenning and the late Assistant Commissioner Frazer 
during the hearings: 


Mr. Fennine: I am ‘suggesting that we do add in section 21 these words, “The Com- 
missioner shall not be a party in inter partes cases.” You see, when it is an inter partes 
case the partieg themselves have fought in the Patent Office. The Commissioner has 
been the judge who has decided the case, and it would seem unreasonable to let the judge 
be the only party defendant.’ 
Mk. Frazer: We feel very strongly that the Commissioner of Patents should not be joined 
as a party in any inter partes 4915 case. We see no necessity for it.1® 

Section 21 of the Lanham Act is thus based on the realization that the vast 
majority of inter partes decisions adjudicating the respective rights between a 
registrant and a petitioner for cancellation, or those of an applicant and an opposer, 
or those between two or more interfering applicants, are adjudications of private 
rights which may at most incidentally affect the public interest. Hence, the rights 
of the victorious party in such proceedings are primarily at stake and a theory under 
which the Commissioner of Patents alone must respond to a complaint seeking to set 
aside his own adjudication would almost seem to refute itself. It would lead to a 
situation where the Commissioner in defense of his own adjudication of an issue of 
priority or damage would have to appear for and represent the only real party 
in interest, #.c., the successful opposer or other adverse party. It would seem clear, 
therefore, that in all cases falling under the provision of Section 21 of the new Act 
equity suits by any successful party to an inter partes proceeding should be brought 
only in the jurisdiction where the successful party is located and that the Com- 
missioner should be merely “notified” of the filing of such action so as to give him 
an opportunity to intervene in appropriate cases. It would then be up to the Com- 
missioner to intervene in cases which in his judgment involve an issue of public 
importance, such as, for instance, an issue of the alleged descriptiveness or genericness 

108 Hearings before the Subcommittee on Trade-Marks of the House Committee on Patents on H. R. 


102, H. R. 5461, and S. 895, 77th Cong., 1st Sess. 142-143 (1941). 
204 1d, at 143. 
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of the applicant’s mark. In cases of this type not only the opposer but other members 
of the general public as well would be damaged by the proposed registration, so that 
the opposer really appears vicariously in the interest of all concerned. But where the 
Commissioner’s adjudication in the inter partes case has the earmarks of a determina- 
tion of such predominantly private issues as priority of use, damage to reputation, 
and many others, the public need not be represented in a subsequent equity action at 
all. In such situations, the stake of the public in the outcome of the litigation is no 
greater and no more immediate than that which is present in all civil trade-mark 
infringement or unfair competition litigation. The Commissioner of Patents need 
not and should not be called upon in the future to appear and act as guardian of 
such remote and inconsequential “public” interest. It is believed that the Lanham 
Act, by conferring upon the Commissioner a mere option to intervene in appropriate 
cases, has struck the proper balance between adjudications of private rights and 
cases involving a substantial public interest. 














TRADE-MARKS, MONOPOLY, AND THE 
RESTRAINT OF COMPETITION 


SIGMUND 'TIMBERG* 


I 
INTRODUCTION 


Patents and copyrights were decisively deprived, during the 1947 term of the 
Supreme Court, of their potency for commercial regulation contrary to the antitrust 
laws. Why then, should trade-marks, in so many aspects less substantial than 
patents and copyrights, still present antitrust problems? 

Patents and copyrights have the specific constitutional blessing of the Founding 
Fathers; trade-marks have none. Patents and copyrights stress standards of inven- 
tiveness and artistic expression and are hallmarks of originality; they call for a high 
level of understanding and sagacity on the part of both their utilizers and their 
audience. Successful trade-marks, on the other hand, are largely matters of giving 
conventional forms of syllabification and ornamentation a reiteration prolonged and 
attractive enough to evoke a conditioned reflex on the part of their audience—the 
so-called consumer response. It was Judge Learned Hand, and no crusading sociolo- 
gist, who said in a trade-mark case that “The art of advertising spuriously reinforced 
a genuine demand by the power of reiterated suggestion.”* Furthermore, a view 
has always been strongly held that a trade-mark is, at best, a qualified type of 
property, designed primarily to ward off unfair competition, rather than an inde- 
pendent type of property such as a patent or a copyright. 

On the other hand, for large corporations desirous of promoting a monopoly or 
advancing a trade restraint, a trade-mark or trade name has its advantages. The 
trade-mark “monopoly,” limited though it may be to a segment of the English 
language or of the art of design, is a perpetual one. Unlike a patent, a mark or name 
is not limited to a specific product or class of products, but can cover all products 
worked on or distributed by a single firm. Furthermore, in an era when the con- 
sumer is beleaguered by a host of commodities of whose production he can know 
nothing, he must order by ear rather than sight or touch, and a monopoly of the 


*B.A. and M.A. 1930, Columbia University; LL.B. 1933, Columbia University. Chief, Judgments 
and Judgment Enforcement Section, Antitrust Division, Department of Justice, and Special Assistant to 
the Attorney General. Member of the New York and United States Supreme Court bars. Contributor 
to legal periodicals. 

This article is intended to state the personal views of the author and does not necessarily reflect the 
views of the Department of Justice. 

2 United States v. Line Material Co., 333 U. S. 287 (1948); United States v. Paramount Pictures, Inc., 
334 U. S. 131 (1948). 

* Shredded Wheat Co. v. Humphrey Cornell Co., 250 Fed. 960, 962 (C. C. A. 2d 1918). 
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only familiar or convenient way to describe a commodity to a consumer—*Worcester- 
shire sauce” or “linoleum,” for example—gives the owner of this semantic monopoly 
a strong competitive advantage.* Competitors who must resort to elaborate chemi- 
cal names, for example, to denote a common drugstore product like aspirin, or an 
industrial product like cellophane, are blocked from access to our market-minded 
economy.’ Furthermore, copyrights are, to all practical intents, limited to the media 
of mass communication and edification, and, for the bulk of American industry, 
patents are now concerned with relatively minor improvements in technology, at a 
time when American courts have been raising the level of inventiveness necessary to 
the validity of patents. Trade-marks and trade names, directed as they are to 
distribution rather than production, have thus by comparison expanded their prom- 
inence on the American industrial scene. 

While the economic significance of trade-marks has thus become greater, there 
was not, until the beginning of 1949, a single litigated case bearing directly on the 
relationship between trade-marks and the Sherman Act. Some businesses, there- 
fore, had begun to look hopefully at the trade-mark as an affirmative defense for 
trade restraints which could clearly no longer be regarded as valid as an exercise 
of rights under patents or copyrights. Concurrently, the Antitrust Division had 
launched a series of cases in which the use of trade-marks was regarded as a primary 
and direct source of antitrust violation. 

Whether trade-marks are a threat or an incentive within the American com-. 
petitive system (they can of course be both) can best be gauged after we have re- 
viewed, first, the antitrust history of trade-marks and trade names prior to the 
enactment of the Lanham Act and, second, the provisions of the Lanham Act 
possessing antitrust significance. 

II 
Trape-Marks AS Direct RestraINts OF TRADE 

It has been fashionable in the last ten years to pose the question whether trade- 
marks are an antitrust problem, and to conclude that trade-marks per se do not 
involve monopoly or the restraint of competition, but that they may be reinforcing 
and peripheral elements of schemes for the illegal restraint of trade, the illegality 
of which is complete and evident before the trade-mark features of the scheme are 
reached. Such a conclusion may fit the actual litigation program of the Antitrust 
Division in the trade-mark field in the past, but it appears somewhat deficient as 
applied to the larger facts of social and economic life. 


Lea v. Deakin, 15 Fed. Cas. 95, No. 8,154 (N. D. Ill. 1879); Linoleum Mfg. Co. v. Nairn, 7 Ch. 
D. 834 (1878). 

“The chemical name for aspirin is “acetyl salicylic acid” or “monoaceticacidester of salicylicacid.” 
See Bayer Co. v. United Drug Co., 272 Fed. 505, 510 (S. D. N. Y. 1921). Cellophane, when you come 
right down to it, is transparent glycerinated cellulose hydrate regenerated from viscose. See DuPont 
Cellophane Co. v. Waxed Products Co., 85 F. 2d 75 (C. C. A. 2d 1936). 
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A. Trade-marks as a Direct Vehicle of Monopoly Power 

Perhaps the most striking illustration of trade-marks as a direct source of monop- 
oly power is the situation to which American Tobacco Company v. United States® 
was directed. In 1947, after the Supreme Court had affirmed the criminal conviction 
of the three leading cigarette manufacturers of the country for violation of the 
antitrust laws, those three manufacturers had 84.7 per cent of total cigarette sales. 
The three leading trade-marked brands (one brand to a manufacturer) accounted 
for 80.2 per cent of the domestic market sales of cigarette tobaccos.® After reviewing 
the other factors affecting competition in the tobacco industry, some students have 
concluded that competition will be hard to restore unless these valuable trade-marks, 
and the advertising expenditures in connection therewith, are in some way brought 
under control. The soap industry, also involving highly advertised trade-marked 
commodities marketed by a very few firms, may present a similar problem, since 
the three largest soap companies control an estimated 80 per cent of total production.’ 

Trade-mark protagonists contend that trade-marks promote competition by 
pointing to a common source of origin for all articles with the same mark, thereby 
enabling the consumer to make an informed choice among competitively produced 
or marketed articles. It is in this sense that the protection of a trade-mark is the 
protection of the trade-mark owner and the general public against unfair compe- 
tition, and an assurance of fair competition. Inherent in such an approach is the 
further assumption that it is trade-mark protection which makes quality competition 
possible. 

Professors Chamberlin and Brown do not believe that this is what actually takes 
place. They say instead that the result of effective trade-mark promotion is to 
differentiate the trade-marked article from other trade-marked and nontrade-marked 
articles possessing the same general physical and chemical characteristics and the 
same utility to the consumer, and to create for the trade-marked article a monopoly 
and an immunity from the rigors of competition. The trade-mark creates for its 
specific product an entirely separate market, where demand becomes inelastic and 
prices are established which are independent of the prices of other articles of the 
same class that would otherwise be competitive with it. Implicit in this analysis’ is 
the notion that, particularly in dealing with goods of a character closely approaching 
the fungible, the differentiation of a product accomplished by a trade-mark is neces- 
sarily spurious, because the trade-marked product is not in fact substantially different 
from that of other articles of the same class. The trade-mark, and the advertising 


* 328 U.S. 781 (1946). 

® Brown, Advertising and the Public Interest, 57 Yave L. J. 1165, 1173 (1948). 

™ Fortune, April, 1939, pp. 77, 82. 

® See Epwarp CHAMBERLIN, THE THEORY OF Monopo.istic CoMPETITION 56-70, 246-250 (5th ed. 
1946); Brown, supra note 6. The reader, it is hoped, will pardon this indiscriminate merging of two 
distinctive approaches to the problem. The first is that of the classical economist preoccupied with 
whether the differentiation supplied by a trade-mark is consonant with the premises of free competition; 
the second is that of the lawyer-sociologist and critic of the institution of advertising. In fact, the in- 
terested reader would do well to consult both. 
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attendant upon the trade-mark, create in the consumer subjective illusions and expec- 
tancies of wide but indeterminate scope, and impart an element of economic irra- 
tionality to consumer demand, which is then assumed to justify a higher price for the 
article. Society should not reward a trade-mark owner for such an anti-competitive, 
intangible, and wasteful procedure. 

Views of the type just outlined project us into conflicting considerations as to the 
commercial morality and social utility of trade-marks, the dollar value of consumer 
illusions, the irrationality of consumer choices, and the role of non-price competition 
under the Sherman Act. Also, both implicit and explicit in the Chamberlin-Brown 
school of thinking is criticism of the institution of advertising. The trade-mark, 
whatever its intellectual significance as an indicator of who gave the trade-marked 
commodity its manufacturing or marketing “style,” is clearly also a bearer of 
advertising values. In certain situations, the skillful and massed use of advertising 
expenditures has effectively created for a trade-marked commodity and its producer 
or distributor a dominant or monopolistic position. To give other manufacturers 
of the same commodity an opportunity to use the trade-mark would be one way of 
diluting the values created by such strenuous advertising; this would reduce the 
monopoly position of the original trade-mark owner, if it resulted in a diversion 
of his business to the new users of the mark. Another possible way of meeting the 
situation would be through the direct limitation of advertising expenditures by the 
monopolistically situated trade-mark owner. 

Here, as with respect to the tobacco and soap situations just outlined, the writer 
must abstain from trying to resolve economic disputes with undoubtedly widespread 
social ramifications but with thus far little accompanying legal grist. Before leaving 
this controversial topic, however, we may note that the more conservative school 
of trade-mark protection (and the one which is judicially accredited), which con- 
siders the trade-mark’s sole function to be that of indicating source of origin,® is 
obviously less likely to be vulnerable to these strictures than those which would 
claim for the trade-mark a more far-reaching significance as the conservator of inde- 
pendent property rights created by advertising.*° However, once the courts ceased 
insisting that a trade-mark denote a known and particularized “source of origin” 
and reconciled themselves to the notion that it could signify an anonymous “source 
of origin,” they did more than to create a metaphysical contradiction. They were 


® Kellogg Co. v. National Biscuit Co., 305 U. S. 111 (1938); Yale Electric Corp. v. Robertson, 26 F. 
2d 972, 973 (C. C. A. 2d 1928); DuPont Cellophane Co. v. Waxed Products Co., supra note 4; RocERs, 
New Contcepts oF Unrair Competition UNDER THE LANHAM Act 203 (Practising Law Institute Lecture 
Dec. 11, 1947). 

2° See Schechter, The Rational Basis of Trademark Protection, 40 Harv. L. Rev. 813 (1927); Isaacs, 
Traffic in Trade-Symbols, 44 Harv. L. Rev. 1210 (1931). There seems to be more enthusiasm for this 
view among legal writers than among judges. To this writer, the cases still seem to favor the “source 
of origin” theory, although modern business conditions have deprived the source of origin of the continuity 
and specificity that was possible in a less mechanized world. See Mulhens & Kropff, Inc. v. Ferd. 
Muelhens, Inc., 43 F. 2d 937 (C. C. A. 2d 1930), including the dissenting opinion of Judge Learned 


Hand therein. 
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at least recognizing that the differentiation accomplished by a trade-mark is not 
precise. Whether such a legal position is the equivalent of the Chamberlin-Brown 
economic position that a trade-mark does not in fact effect a differentiation of source 
of origin is unclear. In any event, however, the problem is of considerable com- 
mercial significance. Druggists and physicians, for example, constantly complain 
that the pharmaceutical manufacturers flood the market with identical products 
under many different brand names, thereby creating unduly heavy physical in- 
ventories for the druggist and unduly exacting mental inventories for the physician." 

Furthermore, modern industrial society is passing rapidly from the polite and 
leisurely days of the individual trader, whose “custom” was specifically sought by 
individual purchasers, to the hurly-burly of standard specifications, routinized pur- 
chasing procedures and sales pressures, and inducements largely unrelated to the 
essential needs of the production or distribution process. In the simple situation of 
the individual trader, a trade-mark served a valuable competitive function in differ- 
entiating trader Smith from trader Jones. However, as sellers and buyers alike lose 
their specific human identity and become corporate complexes with an unpredictable 
admixture of institutional and human elements, the question may well be raised 
whether the differentiation accomplished by a trade-mark serves any such clear-cut 
competitive purpose.’ 

As to whether a trade-mark, even in its limited rdle of indicating source of 
origin, is of benefit to the consumer, thoughtful judges have been skeptical. Judge 
Frank says that, while the trade-mark is presumed to benefit the consumer, it does 
not do so in fact but rather operates as a boon to the producer (and only in that 
respect to the competitive system) by increasing the producer’s incentive to pro- 
duce and sell: however, consumer benefit is a factor which the courts can take into 
account in deciding how far to validate trade-name monopolies. Judge Learned 
Hand has indicated, in an analogous connection, that “if buyers wish to be snobs, 
the law will protect them in their snobbery”’*—judicial ratification of Veblen’s 
“conspicuous consumption” theory! And Judge Frank has also pointed out that 
trade-marks will be protected against infringement even where the deception 
practiced on the consumer is to his financial advantage.'* Thus, while there has 
been intellectual acceptance by judges of the premises of Chamberlin’s critique, they 
have been disinclined to do more about it than to give trade-marks a narrower 
and more strictly defined scope than has been given them in the past. 


1 MacCarteny, The Pharmaceutical Change of Life, J. AM. PHARMAcEUTICAL Ass’N (PRACTICAL 
PHarMacy ED.) 672, 673 (Nov. 1948); Hardt, Product Development, Promotion and Marketing, in A. E. 
SmitH anp A. D. Herrick (Eps.), Druc REsEARCH AND DEVELOPMENT 451, 459 (1948). 

*2 Deep as is this author’s admiration for the profound historical researches of Professor Schechter in 
this field, he is somewhat afraid that in the course of getting us back to the age of Damascus steel and 
the guild system Professor Schechter may be diverting us from the (largely disturbing) realities of this 
present impersonal and abstract era. 

*8See his concurring opinion in Standard Brands v. Smidler, 151 F. 2d 34 (C. C. A. 2d 1945). 

14 See Benton Announcements, Inc. v. F. T. C., 130 F. 2d 254, 255 (C. C. A. 2d 1942). 

25 Eastern Wine Corp. v. Winslow-Warren, Ltd., 137 F. 2d 955 (C. C. A. 2d 1943), cert. denied, 
320 U. S. 758 (1943); see also Standard Brands v. Smidler, supra note 13. 
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Nor will we find that the conventional legal cliché that trade-mark protection is 
justified as a method of preventing “unfair competition” throws any light on the 
question whether trade-marks promote “competition” in fact. After all, price-cutting 
is regarded by many as “unfair competition,” yet the customary industry effort to 
stifle price-cutting by “chiselers” would not only be regarded as anti-competitive but 
usually violates the antitrust laws. What does the law of “unfair competition” mean 
in so far as trade-mark matters are concerned? It means that competition must 
be so conducted (and in the ultimate analysis so regulated) that it conforms to cer- 
tain orthodox concepts of what is not unfair. At its lower level, this means that we 
should not resort to fraud or chicanery in the competitive struggle. In purely eco- 
nomic terms, the only possibility of real fraud is that the purchaser of a trade-marked 
article is deceived into believing that the seller of the article owns the trade-mark 
thereon and is the manufacturer thereof, whereas the seller is in fact neither. In 
legal terms, the buyer is deceived as to “source of origin” of the trade-marked article; 
this, it will be noted, is as far as the courts have gone in conferring trade-mark 
protection. In broader social terms, by giving trade-marks this type of protection, 
society is superimposing an ethical and moral norm on the competitive process—a 
norm which may be regarded as neutral as far as (orthodox) competition is 
concerned. 

Once we try to raise the level of what constitutes “unfair competition” above 
the prevention of fraud and deceit, we express no longer a concept of “unfair compe- 
tition” which is basic to the consumer’s way of thinking, but rather concepts that are 
in the mind of (usually established) producers. Businessmen honestly believe that 
they have built up, by diligent trade-mark promotion and advertising, a good will 
and custom, an assurance of quality and satisfaction, that it would be “unfair” to 
allow their competitors to appropriate. In economic terms, they assert that they 
have built up a good will that they have a right to conserve and keep others from 
capitalizing on. In legal terms, they claim a vested interest and a property right in 
the good will of their trade-mark, and the right to exclude others therefrom. In 
broadly social terms, they are asking for an immunity from the rigors of competition 
and that society recognize the validity of an anti-competitive principle. 


B. Resale Price Maintenance through Trade-Marks 

While the purely judicial development of the law of trade-marks has not involved 
either the adoption or the rejection of a public policy of creating an immunized 
market for trade-marked commodities, the same has not been true on the legislative 
front. In fact, legislatures have rushed in where the judicial angels feared to tread. 
All except two states of the Union and the District of Columbia, through their Fair 
Trade Acts, and the Federal Congress through the Miller-Tydings amendment to 
the Sherman Act, allow the producer or the distributor of a trade-marked article to 
fix the resale price of that article.’ By virtue of a single contract between the owner 


2° See S. C. OppENHEIM, Cases ON THE Feperat ANTI-Trust Laws 385 (1948). Strictly speaking, 
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of a trade-mark and the purchaser of the trade-marked article, the resale price for 
hundreds and perhaps thousands of wholesalers and retailers can be fixed.’’ Absent 
a trade-mark and such validating federal and state legislation, the fixing of a resale 
price, even by one person, would be a violation of the antitrust laws.’* The Miller- 
Tydings Act is therefore recognized as an exception to the general policy of the 
antitrust laws and has been narrowly construed. Thus, it is applicable only where 
the trade-marked commodity is “in free and open competition with commodities of 
the same general class produced by others.”"® This, of course, assumes, contrary to 
the economic theory we have just been discussing, that a trade-marked commodity can 
be and should be in a competitive market embracing other rival commodities, rather 
than in a separate and insulated market.” 

While ostensibly a vehicle for protecting a manufacturer’s marks or brands, the 
Miller-Tydings Act and the state statutes validating resale price maintenance con- 
tracts have been attacked as a heavily and hastily lobbied effort by established retailers 
and chains (particularly those in the drug trade) to maintain a level of prices and to 
ward off competition by so-called “pine-board independents.”*? Although the exemp- 
tion conferred by the Miller-Tydings Act is limited to vertical price fixing, the Act 
and the state legislation operating in connection with it have served as a legal sub- 
terfuge for undercover efforts by retailers to fix prices horizontally in violation of the 
Sherman Act.2? The Supreme Court has met this trend in an adequate doctrinal 
manner by holding that the right of an individual producer to make resale price 
maintenance contracts, or to refuse to sell to persons who will not enter into such 
contracts, does not authorize a combination among producers, wholesalers, or com- 
petitors to compel resale price maintenance.** Nor can a manufacturer, say of lens 
blanks, use the Miller-Tydings Acts to impose resale prices on distributors who 





the Miller-Tydings Act provides for resale price maintenance of articles bearing the “brand or name” 
of the producer or distributor, as well as those carrying his trade-mark. However, it is questionable 
whether the provision has any value for a producer or distributor if his competitors can “pirate” his 
brand or name. Accordingly, the practical result is that brands and names tend to be trade-marked. 

17 Professor Shulman thinks even this too generous a statement. He believes that the price under 
fair trade acts is fixed by notice, not by agreement; if this is true, then the state fair trade act may not 
qualify for the protection afforded by the Miller-Tydings Act. See Shulman, The Fair Trade Acts and 
the Law of Restrictive Agreements Affecting Chattels, 49 Yate L. J. 607, 619 (1940). 

18 Dr. Miles Medical Co. v. John D. Park & Sons Co., 220 U. S. 373 (1911). 

1° Eastman Kodak Co. v. F. T. C., 158 F. 2d 592 (C. C. A. 2d 1946), cert. denied, 330 U. S. 
828 (1946). 

° “Fence it will not do to say that all film is in the same class. If a purchaser wants a color film, 
he must be able to buy it from more than one manufacturer if there is to be ‘free and open competition 
with commodities of the same general class’; that he can buy a black and white film will not serve to 
destroy the monopoly of the sole producer of color film.” Circuit Judge Swan in Eastman Kodak Co. 
v. F. T. C., supra note 19, at 594. 

*2 Memorandum by Corwin Edwards, in Fina Report AND RECOMMENDATIONS OF THE TEMPORARY 
NaTionaAL Economic CoMMITTEE 232 et seq. (1941); Shulman, supra note 17, at 616-617. 

#2 See United States v. Food and Grocery Bureau of Southern California, Inc., 43 F. Supp. 974 (S. D. 
Calif. 1942), aff'd, 139 F. 2d 973 (C. C. A. oth 1943); California Retail Grocers and Merchants Associa- 
tion, Ltd. v. United States, 139 F. 2d 978 (C. C. A. oth 1943), cert. denied, 322 U. S. 729 (1944). 

*8 United States v. Frankfort Distilleries, 324 U. S. 293 (1945). 
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sell a processed version of the finished article, i.c., finished lenses.* Furthermore, 
even where resale price maintenance contracts are valid in and of themselves, they 
will be canceled if they are a “patch upon an illegal system of distribution.”?® 
Waiving any issue as to the desirability of the Miller Tydings Act per se?" and 
sound as the Supreme Court has been in guarding against that statute’s abuse, the 
question may therefore well be raised whether the use of a trade-mark or brand in 
resale price maintenance contracts does not have economic consequences inconsistent 
with the basic premise of the Sherman Act.”* 


C. Trade-marks as a Monopoly of Language 

When we come to the area where allowance of a claim for trade-mark protection 
becomes, in the language of Judge Freed, “tantamount to the gift of exclusive owner- 
ship of the use of an English word,”*” we run into some very serious problems in- 
deed. Let us distinguish simply between what I shall call generic and specific sym- 
bols. A generic symbol signifies—in the sense of uniquely pointing to or denoting 
—either a class of products or a general quality of a product (in trade-mark par- 
lance, generic or descriptive names), e.g., “cola,” “white.” A specific symbol sym- 
bolizes—in the sense of more or less equivocally evoking or connoting—the maker 
or merchandiser of an article, the larger corporate complex in which the individual 
maker or merchandiser is a submerged unit, the particularly melodious crooner or 
effective radio saga sponsored by the corporate complex, or some specific quality, 
sensation, or emotional association attributed to the symbolized article,”* e.g., “U. S. 
S., “Swan” (for soap), “Lyons” (for tooth powder). 

It would be incongruous for a competitive distributive economy to allow any 
single legal individual to appropriate exclusive rights over general symbols. If 
manufacturers or traders are foreclosed from naming the product they are trying to 
market or from describing its qualities, they are effectively and completely debarred 
from access to the market. It is, therefore, sound for the courts to hold that the 

24 United States v. Univis Lens Co., 316 U. S. 241, 252 (1942). 

5 See United States v. Bausch & Lomb Optical Co., 321 U. S. 707, 724 (1944). 

#58 The Federal Trade Commission, the Antitrust Division, and numerous consumer and farm groups 
have expressed opposition to the Miller-Tydings Act and state resale price maintenance legislation. In 
fact, most manufacturing groups are indifferent or negative with respect to these laws; it is mainly 
those manufacturers that are confronted with cohesive and persistent wholesale and retail distributor 
associations which are following the path of resale price maintenance. See REPORT OF FEDERAL TRADE 
Commission ON RESALE Prick MAINTENANCE (1945); Assistant Attorney General Herbert A. Bergson, 
Current Problems in the Enforcement of the Antitrust Law, address before the Association of the Bar 
of the City of New York, Feb. 17, 1949; H. R. 4003, 81st Cong., 1st Sess., introduced April 4, 1949 
(calling for repeal of the Miller-Tydings Act); MacGregor, “Fair Trade” Laws Seen Losing Favor, N. Y. 
Times, May 22, 1949, §3, p. 1, col. 3; Review and Outlook, Wall Street Journal, May 12, 1949, p. 4. 

7° Resale price contracts are currently used primarily in the drug, cosmetic, toilet goods, liquor, 
gasoline, and book-selling fields, and more occasionally in the sale of household appliances, sporting 


goods, foods, clothing, rubber products, radios, and tobacco. REPORT OF FEDERAL TRADE COMMISSION 
ON RFSALE PRICE MAINTENANCE lvi (1945). 

7 Majestic Mfg. Co. v. Majestic Electric Appliance Co., Inc., 76 U. S. P. Q. 525, 526 (N. D. Ohio 
1948). 

#8 4 more detailed enumeration of different meanings of a trade-mark in legal writings is to be 
found in Isaacs, Traffic in Trade-Symbols, 44 Harv. L. Rev. 1210, 1220 (1931). 
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public domain of the English language may not be pre-empted and that no trade- 
mark rights inhere in generic symbols like “argyrol” or “red:’ It is also sound 
commercial practice for trade-mark counsel to urge their clients to choose artificial 
and meaningless names, rather than names with possible descriptive connotations.” 
However, the advice of advertising men runs counter to that of trade-mark counsel, 
and, therefore, businesses frequently adopt trade-marks that are generic symbols, ic., 
marks that name or describe general types of products. 

The courts, using common law and common sense, have theoretically been the 
best protectors of the general public and of competitors against the exclusive appropri- 
ation by any one person of words necessary to name or describe articles of com- 
merce. It is only occasionally that this protection is accorded in an antitrust pro- 
ceeding. Thus, in United States v. Albany Chemical Company, the defendant was 
charged with conspiring with the Trade Mark Title Company to violate the Sher- 
man Act by fraudulently registering with the Secretary of State of New York as its 
exclusive trade-mark the mark—mirabile dictu—“aspirin,” and intimidating com- 
petitors by threatening suits for the infringement of that mark.*° Usually, the judi- 
cial protection flows from a sober analysis of the function of trade-marks. By in- 
sisting that descriptive and generic marks be open to the public, giving laudatory 
and honorific marks a limited protection, and curbing the trend to have a person 
protected in his trade name.or trade-mark even for articles he does not produce nor 
intend to produce, the courts have implicitly recognized that a monopoly of a facility 
of mass communication such as a trade-mark may promote trade restraint as effec- 
tively as a monopoly of a facility of mass commodity transportation like a stockyard 
or a rail terminal.** The difficulty with the courts is that while their general phi- 
losophy of the law and function of trade-marks is intelligent and forward-looking, 
their resolution of specific trade-mark disputes is frequently somewhat murky and 
oracular, and too deliberative and time-consuming to aid a small businessman with- 
out trade-mark protection and without the resources to do legal battle against an en- 
trenched owner of a trade-mark. 

There is a further difficulty inherent in the nature of language, and specifically 
of the English language. The English vocabulary is, as everyone knows, one of 
the most grasping, expansive, and flexible in the world; there are no Forty Immortals, 
as in France, to ban the entry of the jejune and immature word. A great part of 
the growth of the English language, unlike Continental languages, is due to its 
ready assimilation of trade names, the invention of which, at least in 1919, was “not 


2° See Lippy, TRADEMARKS FROM MANUFACTURERS’ AND RETAILERS’ Points or View 47-48 (Practising 
Law Institute Lecture, Nov. 6, 1947); HANDLER, TRADEMARKS AND THE ANTITRUST Laws 229 (Practising 
Law Institute Lecture, Jan. 8, 1948). 

8° Eq. No. 20-232, S. D. N. Y., settled by final decree entered Jan. 10, 1921. 

81 Cf. Associated Press v. United States, 326 U. S. 1 (1945) (press news) with Swift and Co. v. 
United States, 196 U. S. 375 (1905) (stockyards) and United States v. Southern Pacific Co., 259 U. S. 
214 (1922) (railroad terminals). 
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a customary procedure on the part of foreign advertisers.”"°* Names of so-called 
fanciful origination are continually in process of becoming commonplaces of con- 
ventional description, and in fact are frequently the only way of describing certain 
products, as in the pharmaceutical industry (mercurochrome, aspirin). 

In short, specific symbols, even those of a most arbitrary nature, are continually 
being given broader coverage and transmuted into generic symbols. Within a gen- 
eration, the mark “cola” had traversed the road from specificity to genericness.** 
It is a frequent consequence of the promotion of even an unfamiliar trade-mark or 
trade name that it becomes an indispensable way of describing the trade-marked 
product; in fact, it is a consequence frequently intended by enterprising sales depart- 
ments. However, the determination of when a word has become incorporated in a 
language as a descriptive or generic term is necessarily a subjective and statistical 
one. Paradoxically enough, names which the Pure Food and Drug Administration 
considers “common or usual,” so that under its labeling statute it requires persons 
manufacturing or marketing a food or drug to identify it by that name on the label, 
may nevertheless not be considered “common descriptive names” under the Lanham 
Act.3* Also, this a field where appellate judges seem to attach little weight to the 
factual determinations of a trial court; with apparently complete abandon they reach 
for the encyclopedia or resort to the direct questionnaire technique.*” Under the cir- 
cumstances, therefore, the owner of a trade-mark who has, by his own investment and 
labor, built it up into familiarity may well be pardoned a reluctance to concede it that 
degree of familiarity which would deprive him of his hard-earned good will and 
result in dedicating the mark to the public. Dr. Vizetelly, the lexicographer, has 
pointed attention to the characteristic schizophrenia of manufacturers who sponsor 
a product that is winning popular acclaim: first they court a place for the trade-mark 
in the dictionary; then they try to remove it to keep it from becoming over-popular.*® 


®2See Brander Matthews, The Advertiser's Artful Aid, 48 BooxMAN 659, 662 (1918-1919). Para- 
doxically, however, words like “Kodak” and “Vaseline,” while held down to trade-mark status in the 
United States and England, have entered most continental languages. See Henry L. MENCKEN, THE 
AMERICAN LANGUAGE 172-173 (4th ed. 1938); id. Supp. I, 342 (1945). 

88 See Coca-Cola Co. v. Standard Bottling Co., 138 F. 2d 788 (C. C. A. roth 1943), upholding the 
reopening of a constant decree to permit a hitherto debarred defendant to use the word. Another ex- 
ample is “Zipper,” which was coined by B. F. Goodrich Company in 1913, registered by it in 1925, 
upheld in 1930; see B. F. Goodrich Co. v. Hockmeyer, 40 F. 2d 99 (C. C. P. A. 1930). Goodrich still 
claimed it as a trade-mark in the footwear field in 1944, but Life magazine (which should be an out- 
standing authority on this subject) said in 1938 that it had passed into the English language. It is hard 
to appreciate that “Singer” was once the generic name denoting sewing machines. See Singer Mfg. Co. 
v. June Mfg. Co., 163 U. S. 169 (1896); or that “Goodyear Rubber” was a descriptive name describing, 
of course, Goodyear’s invention. See Goodyear’s India Rubber Glove Mfg. Co. v. Goodyear Rubber 
Co., 128 U. S. 598 (1888); or that one of the first labels for gasoline was “petrol.” See Hutton, 
Get Out and Get Under—Motoring Fifty Years Ago, Atlantic Monthly, Nov. 1948, pp. 40, 42. 

**Derenberg, The Lanham Trademark Act and Its Impact on the Drug Industry, 37 T. M. Rep. 392 
(1947); Derenberg, Some Unique Features in the Selection and Protection of Pharmaceutical Trade- 
Marks, 4 Foop, Druc anp Cos. L. Q. 137 (1949). 

*° Frank, J., dissenting in La Touraine Coffee Co. v. Lorraine Coffee Co., 157 F. 2d 115, 120 (C. 
C. A. 2d 1946), cert. denied, 329 U. S. 771 (1946); Frank, J., dissenting, in Triangle Publications v. 
Rohrlich, 167 F. 2d 969, 976 (C. C. A. 2d 1948). 

*°Sce Vizetelly, Pillaging the Language, 150 ATLANTIC MONTHLY 228-234 (1932). If the Hawkes 
Bill, S. 191 asses, dictionary publishers will think twice before they rashly insinuate that a registered 
mark has become a part of English speech, because they will render themselves subject to a cause of 
action by the trade-mark owner for any careless attribution of genericness to such a mark. 
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Thus it often becomes worth the trade-mark owner’s while to insist on a thorough 
judicial ventilation of the issue of genericness—a ventilation which blows down all 
competitors but those possessed of the financial capacity for enduring slow, costly, 
and uncertain litigation. Entrepreneur A, who has invested a great deal of adver- 
tising in a mark and by his diligence and exertions converted unfamiliar words or 
phrases like “aspirin” and “shredded wheat” into household words, quite naturally 
resists the factual inferences and legal conclusions, based on his promotional success, 
that deprive him of the fruits of his labors. Newly arrived businessman B, who 
wants to enter a market and feels he is doomed to failure unless he too can use the 
magic password, understandably enough feels that the alleged mark is an indis- 
pensable part of the common argot. Given equally strong convictions and resources, 
the dispute is settled only by protracted judicial proceedings entailing long delay and 
unpredictable expense and outcome. In the majority of cases, the nouveau arrivé 
does not have the resources or stamina to withstand these legal and judicial rigors. 
It may be most gratifying to find out that “Shredded Wheat” has been in the public 
domain since 1912; but how many small businesses can take the necessary gamble 
of possible defeat and pay counsel and court fees from 1912 to 1938, when that de- 
termination was finally and authoritatively made?*" 


D. Summary 


In retrospect, therefore, trade-marks, in addition to their role as facilitating or en- 
forcement mechanisms for competitive restraints independently desired by private 
parties, may directly promote restraint of trade. Thus, for example, trade-marks may 
on occasion be the direct vehicles whereby monopoly power is consciously brought 
to bear on actual or potential competitors. Furthermore, protagonists of classical 
competitive theory urge that trade-marks undermine the proper basis of competition 
contemplated by the antitrust laws, because the demand for a trade-marked com- 
modity persists and is inelastic, regardless of what is attempted by would-be com- 
petitors in the way of ordinary price competition. In other cases, owners of trade- 
marks or trade names become unconscious, albeit willing, monopolists because the 
trade-marks or names are indispensable means of describing commodities in the 
market place. It may well be that these direct, and perhaps often unintended, con- 
sequences of the use of the trade-mark are socially more important than the positive 
and purposive use of trade-marks to abet illegal conspiracies. Allied with these 
considerations is the fact that the functioning of the trade-mark system may place 
small business at a great relative disadvantage compared with big business, and may 
thereby promote the concentration of economic power in this country faster than 
antitrust proceedings in the trade-mark field can dissipate such concentration. 

In the foregoing discussion we have been talking about mixed commercial- 
linguistic developments that need not necessarily result in a strictly demonstrated 

87 Kellogg Co. v. National Biscuit Co., 305 U. S. 111 (1938). The basic design patent expired in 


1912. However, Shredded Wheat has been known to the public since 1894, and the mark had been 
denied registration in 1905. 
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antitrust violation, but which may nevertheless involve serious competitive disad- 
vantages for small and new business. This theme of small-business*® disadvantage 
will be elaborated when we discuss the Lanham Act later on. 


Ii 


TRADE-MARKS AS FaciLiraTING REsTRAINTS OF TRADE 
A. Division of Territories 


Most of what has thus far been written about trade-marks and restraint of trade 
has to do with the use of trade-marks to help maintain illegal international cartel 
arrangements. The typical arrangement is one whereby concerns in different coun- 
tries, by agreement, use a common trade-mark, but only one concern has the use 
of the mark in any one country. That concern is therefore able, by enforcing or 
threatening to enforce the trade-mark through judicial infringement proceedings 
and before the customs authorities, to exclude other concerns from its own home 
markets and from other areas where it has the exclusive right to the mark. The 
reader would do well to consult the prior literature for a more detailed treatment 
of how the mark “Plexiglas” in the field of acrylic plastics, the name “Merck” in 
the field of chemicals and pharmaceuticals, the New Jersey Zinc trade-mark in the 
zinc field, and the mark “Mazda” in the electric lamp industry helped reserve 
American markets for American firms free of competition from foreign firms, and 
curtailed the export trade of this country for those industries.* 

Those who urge that it is not the trade-mark but the antecedent contractual ar- 
rangements and intentions of the parties that produce the trade restraint are only 
partially correct. In the first place, it is notorious that parties to contracts repent 
thereof, frequently try to extricate themselves therefrom, and often succeed. A firm 
which has agreed not to compete for a foreign market may be able to repudiate that 
agreement, particularly if it happens to be an American firm that is violating its 

*® The following two quotations from Time relate to a lawsuit which Philadelphia’s Fayette R. 
Plumb, Inc., recently won in the Los Angeles District Court against the Los Angeles Plomb Tool 
Company (named after Alphonse Plomb, one of the three founders of the firm). Los Angeles Plomb 
applied in 1926 to make its name a trade-mark, but was met by a protest by Philadelphia Plumb. In 
March, 1947, a Federal district court gave Los Angeles Plomb a year within which to stop using and 
advertising its name (Plomb) as a trade-mark. At the beginning of December, 1948, the district 
court “ordered Plomb of Los Angeles to: (1) fulfill last year’s order at once, and (2) pay Plumb of 
Philadelphia all the profits it had made since March 1948 on sales of tools marked ‘Plomb.’ To comply, 
Plomb had to close down. Frantically appealing from the decision this week, the company estimated 
that it would take at least four months, and cost around $1,000,000, to change over to a new trade- 
mark. In that time, said Plomb, its markets and most of its skilled help would be gone. In addition, 


the company estimated that it would have to pay $500,000 in profits to Plumb and $40,000 in costs, a 
loss that would be sorely felt. It looked as if tool buyers might never again be confused over Plomb 
and “Plumb.” Time, Dec. 6, 1948, p. 94. 

About six weeks later the Los Angeles company opened with a new trade-mark. “Plomb President 
Morris Pendleton, who is appealing the decision, said the new trade-mark was just a temporary expedi- 
ent (estimated cost: $130,000) to resume business. ‘We have been handed a lemon,’ said he, ‘so we are 
making lemonade.’” Time, Jan. 27, 1949, p. 84. 

5° See Diggins, Trademarks and Restraints of Trade, 32 Geo. L. J. 113 (1944); Borchardt, Are Trade- 
marks an Antitrust Problem? 31 Gero. L. J. 245 (1943). 
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own domestic law and public policy by such an agreement. However, if that same 
American firm binds itself to use a mark that is registered abroad in the name of a 
foreign competitor, that foreign competitor is able to exclude the trade-marked prod- 
ucts of that American firm in perpetuity, so that the American firm has made an 
irrevocable election to stay out of the foreign market. In other words, the often 
weak contractual sanctions underlying agreements not to compete become reinforced 
by the stouter sanctions of trade-mark infringement and customs barrier.“° As fre- 
quently happens with secondary and later-contrived defenses, they become stronger 
than the original defense. 

One may ask: Why cannot the American firm use another trade-mark for its 
export business? The answer lies both in the distribution procedures and in the 
technology of the industry involved. In some cases, such as ball bearings and 
storage batteries, the trade-mark is actually stamped into the metal of the product, 
so that expensive re-tooling operations might be involved.*t In practically all 
cases the entire promotional and distributional system of a firm is geared to one or 
two trade-marks. Advertising is international in scope, and one of the great ad- 
vantages of having a single trade-mark is the intrinsically multilingual and uni- 
versal character of the mark. To duplicate, for an entirely new mark, the adver- 
tising, packaging, and handling expenses and the lengthy development period that 
went into establishing the good will behind an old and established mark would 
place the company at a great competitive disadvantage. Furthermore, in many 
cases, debarment from the use of the trade-mark that has had world-wide acceptance 
over a long period of years (so that it has almost become generic) may be a well- 
nigh insuperable economic hazard. 

Furthermore, private parties who execute ordinary cartel agreements can only 
bind themselves to stay out of each other’s territory; they cannot thus bind their 
customers or other third parties not privy to their agreement. Where, however, 
manufacturers are dealing with a trade-marked product, such as, let us say, magnetos, 
arrangements made by them for the exclusive use of trade-marks in certain coun- 
tries would exclude not only the manufacturers themselves, but also any distributors, 
dealers, or exporters handling their product. Those interested in the freedom and 
growth of our export business will therefore be particularly interested in guarding 
against trade-mark restrictions that promote an international division of territories. 

It may be of some interest to inquire what relief is possible and has been obtained 


“9 See §1526 of Tariff Act of 1930, 46 Srat. 741, 19 U. S. C. §1526 (1946). This statute is 
applicable even to articles imported for personal consumption. Sturges v. Clark D. Pease, Inc., 48 F. 2d 
1035 (C. C. A. 2d 1931). It is immaterial, of course, whether an illegal division of territories or 
agreement not to compete is consciously reinforced by concurrent trade-mark use by the parties or 
whether, either before or after such unadorned illegal agreement is consummated, the parties independ- 
ently build up trade-marks in their own territories that make subsequent competition impossible. World 
economic Balkanization is the outcome in either event. 

‘1 The example has been supplied of a tire balancer, where the stamped trade-mark had a substantial 
effect on the balancers. See testimony of Elliott H. Moyer in Hearings before the Subcommittee on Patents 
on H.R. 82, 78th Cong., 2d Sess. 73 (1944). 
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against the illegal division of territories by trade-mark.*” It is, of course, elementary 
that all illegal cartel agreements based on or involving trade-marks will be canceled, 
their revival or renewal enjoined, and the defendant enjoined against refraining from 
competition for any market covered by a trade-mark allotted to a cartel partner.** 

During the war, it was recognized that the economic activity of German private 
business was directly harnessed to the war-making activities of the German govern- 
ment, and that “spearhead” concerns like Bayer, Merck, Schering, and Siemens- 
Schuckert kept alive not only German economic influences in Latin American 
countries but also promoted Nazi thinking and German political support. It was 
therefore one of the aims of Allied economic warfare that these German spearhead 
concerns be eliminated from those countries; and it subsequently became part of 
the post-war program for the elimination of German economic-military potential 
abroad that the old German industrial connections in Latin American and other 
non-Axis countries not be re-established.** In situations where American and 
German firms shared the same trade-mark, but the mark in South American 
countries was registered in the name of the German firm, the American firm ex- 
porting the trade-marked product was obviously excluded from the South American 
market. When, during the war, an American firm continued to export trade-marked 
products to a South American country under the mark registered in the name of its’ 
German cartel associate, the net effect was to keep alive for that cartel associate 
a market which the American firm might otherwise have pre-empted. To meet this 
situation, consent judgments have therefore been entered enjoining the American 
defendant from reserving, or undertaking to reserve, for a foreign cartel partner 
any right or immunity to use or control the use in any market or country of any 
trade-mark, trade name, or other designation in use by the American company.*® 
From the foregoing it seems clear that the problem of preventing international 
division of territories by trade-mark continues to be, in cases where a German firm is 
involved, not only a problem of promoting the general freedom of international trade 
but also one of preventing Germany from re-arming and of insuring the security of 
the world. 


*? The relief obtained by the Antitrust Division against trade-mark abuse has thus far been secured 
by consent judgment. It may be noted that the usual injunctive provisions against allocation of terri- 
tories and the impeding of exports or imports applicable to illegal international agreements based on 
patents are applicable to similar illegal agreements based on trade-marks. Cf. Art. IV of Final Judg- 
ment in United States v. General Electric Co. (D. N. J., Civ. Actions Nos. 1364 and 2590, entered 
March 7, 1946). 

“8 See Arts. III and VI(G)(2) of Final Judgment in United States v. Merck & Co. (D. N. J., Civ. 
Action No. 3159, entered Oct. 6, 1945). 

“*For a statement of the American Government's so-called economic warfare (replacement) and 
safehaven (postwar economic disarmament) policies, see testimony of Assistant Secretary of State William 
T. Clayton in Hearings before the Subcommittee of the Senate Committee on Military Affairs, pt. 2, 
79th Cong., 1st Sess. 39 ef seq. (1945). The story of how I. G. Farben functioned as an instrument 
of economic espionage and warfare is set forth in Part 7 of the Hearings at pp. 947-953, 992-1002. 

“5 Art. VI(c) of Final Judgment in United States v. Merck & Co., supra note 43; Art. VI(c) of Final 
Judgment in United States v. Rohm & Haas Co. (E.D. Pa., Civ. Action No. 9068, entered Nov. 18, 


1948). 
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Relief against trade-mark abuse is, of course, justified on the ground that it is 
necessary to dissipate the effects of the abuse. However, it should derive additional 
sanction from the fact that the abuse of a monopolistic privilege granted by law 
results in the forfeiture, or the lessening, of that monopolistic privilege. This gen- 
eral principle has been followed in the case of patents;*® there seems to be no ap- 
parent reason why a similar result should not attach in the case of that more tenuous 
claimant to monopoly status—the trade-mark. 

Relief obtained against international division of territories by trade-mark has 
also included enjoining a defendant from conditioning any right or immunity under 
a trade-mark upon a covenant, agreement, or understanding not to sell, or permit 
the sale of, products for export or import in the United States,*? or from reserving 
or granting to any person the right or power to prevent or restrict imports into any 
country by giving such person the right or power to control trade-marks, trade names 
or other designations used by the defendant.*® Similarly, a defendant may be 
enjoined from requiring any person to restrict the trade-marks, trade names, or 
other designations used in connection with products of the type manufactured 
by the defendant to trade-marks, trade names, or designations owned or controlled 
by the defendant in foreign markets.*® 

Of probably greater efficacy are provisions whereby the defendant gives up 
completely its own use of specified trade-marks or names in connection with its 
products or business, and engages not to maintain any trade-mark infringement 
proceedings or take any other steps to prevent any person from using the marks or 
names thus relinquished. Such a surrender facilitates imports by foreign com- 
petitors of the American trade-mark owners both into this country and into other 
countries where the American firm had prior trade-mark protection. In order to 
facilitate exports by American firms into countries from which they had hitherto 
been excluded -both by intention and by trade-marks, a recent consent judgment 
provides. that the defendant 
take such steps and do such things as wil! eliminate any interference because of the trade- 
marks or trade names used therewith, with the importation of any such type, line or classi- 
fication of electric storage batteries into such country or area. Such steps may include, with- 
out limitation, the making available of electric storage batteries which do not bear, to the 
defendant’s knowledge, infringing trademarks or trade names, the preparation and dissem- 
ination of appropriate trade literature, and changes in the methods of packaging and 
handling.** 

*® Morton Salt Co. v. Suppiger, 314 U. S. 488 (1942); Mercoid Corp. v. Mid-Continent Investment 
Co., 320 U. S. 661 (1944); Hartford Empire Co. v. United States, 323 U. S. 386 (1945). 


‘7 Art. V(c) of Final Judgment in United States » Electric Storage Battery Co. (S. D. N. Y., Civ. 
Action No. 31-225, entered Nov. 24, 1947). 

“° Art. XII(a) of Final Judgment in United States v. Electric Storage Battery Co., supra note 47. 

4° Id. Art. XII(b). 

5° Art, XIII of the Electric Storage Battery judgment, supra note 47, applies this rule to five trade- 
marks owned by the Electric Storage Battery Company. Also, Chloride Electrical Storage Battery Co., 
Ltd., was authorized by the judgment to use its name in this country, a use which had hitherto been 
barred by the existence of a trade-mark in this country owned by Electric Storage Battery Company. 

517g. Art. XI. See also similar language in Art. VI(B) of Amended Final Judgment in United 
States v. American Bosch Corporation (S. D. N. Y., Civ. Action No: 20-164, entered June 4, 1948). 








338 Law. anp ConTEMPORARY PRroBLEMS 


Another recent consent judgment takes care of both export and import situations 
by enjoining the defendant from assigning or granting to its German, English, and 
French cartel partners, or to any other manufacturer or distributor of Bosch products 
located outside of the United States, any exclusive license for any country of the 
world in or to any trade-mark or trade name.®” The same defendant was also en- 
joined from interfering with or preventing, by trade-mark infringement proceedings 
or other actions based on trade-mark or trade-name rights, any foreign business 
manufacturing, selling, or distributing Bosch products from importing those products 
into the United States under any name or designation rightfully attached to such 
products, provided the importing firm takes appropriate steps to prevent confusion 
of those products with those produced by American Bosch.®* Probably the most 
direct way of freeing the American export trade from trade-mark restraints would 
be for a defendant to adopt a policy of selling to exporters either an untrade-marked 
product or a product bearing a different trade-mark from those reserved to the 
defendant’s cartel partners in foreign countries. 

Situations in which trade-marks figure in illegal international divisions of terri- 
tory frequently also involve either distributors in a foreign country exclusively de- 
voted to the sale of a cartel competitor’s product or common distributors who may 
exhibit a strong preference for a fellow cartelist’s product. Also present in the 
situation where cartel associates share a common trade-mark is a practice on the 
part of the American defendant company of referring orders which emanate from 
a market reserved by agreement and trade-mark arrangements for a foreign com- 
petitor, to that foreign competitor for fulfillment.°* Injunctions have been obtained 
in recent consent judgments against these additional objectionable features of the 
international distribution of trade-marked products.” 

The current scope of the international trade-mark and cartel problem is well de- 
lineated in the Government’s recent proceeding against the Timken Roller Bearing 
Company, decided by Judge Freed on March 3 of this year.°* Since 1909, world 
markets for tapered roller-type bearings, one of the most important types of anti- 
friction bearings, have been divided between the Timken Roller Bearing Company 
(American Timken) and a British concern, and competition therein has been elimi- 
nated. As a result of agreements more recently entered into, in 1928, 1934 and 1935, 
and 1938, the entire world market for tapered roller bearings is divided into four 


52 Art. V(A)(f) of Amended Final Judgment in United States v. American Bosch Corporation, supra. 

®8 7d. Art. V(A)(h). 

54 See, ¢.g., the complaint in United States v. SKF Industries, Inc. (N. D. Ohio, Civ. Action No. 
24215), and United States v. Norma-Hoffman Bearings Corporation (N. D. Ohio, Civ. Action No. 
24216). j 

®S Arts, VIII(g) and XII(c) of the Electric Storage Battery judgment, supra note 47; Arts. V(A)(b), 
(d), and (e) of the American Bosch Amended Judgment, supra note 51. 

5° United States v. Timken Roller Bearings Co., 83 F. Supp. 284 (N. D. Ohio 1949). Compare 
also the complaints in United States v. SKF Industries, supra note 54 (roller bearings); United States v. 
The Permutit Company (S. D. N. Y., Civ. Action No. 32-394) (water conditioning and purifying 
equipment and materials); United States v. Decca Records Co. (S. D. N. Y., Civ. Action No. 46-779) 
(phonograph records). 
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areas: (1) the British Isles, the British Empire (except Canada), and Europe (ex- 
cept France and Russia), which are allocated to the British company; (2) France 
and the French colonies and protectorates, which are allocated to a French concern; 
(3) Russia, which is the joint territory of both Timken and the British company; 
and (4) the rest of the world, including the United States, which is allocated to 
American Timken. Sporadic sales were made by the co-conspirators in each other’s 
territories, but only to forestall outside competition. The agreements dividing foreign 
territories and fixing prices in world markets prior to 1927 had ostensibly been based 
on patent licenses. In time the significant patents expired; yet the restraints 
continued. 

Although the agreements and sale practices of the parties and a continuing 
exclusive interchange of technological information, patented and unpatented, still 
buttress the division of territories obtaining among Timken and its foreign cartel 
associates, the Government pressed the view that the Timken name and marks are 
probably by now the most solid reinforcement behind the anti-competitive under- 
standing of the parties. The defendant, on the other hand, attempted to defend the 
attacked arrangements on the ground that they were ancillary to the licensing of 
trade-mark rights. Under the agreements, the British and French companies are 
prohibited from manufacturing, selling, or dealing in bearings except under the 
name “Timken.” This of course prevents them from building up good will in 
any other mark and thus from creating competition, because the parties to the 
agreement can employ trade-mark infringement suits and detention by the customs 
authorities as legal weapons to prevent any importation of “Timken” bearings into 
areas reserved to them. Not only must the co-conspirators put all their distributional 
and promotional eggs into Timken’s basket; they automatically lose both the eggs 
and the basket if they do not renew their present agreements not to compete. Upon 
the termination of the present agreements, the British and French companies are 
obligated to eliminate “Timken” from their corporate name, to refrain. from using 
it, and, in so far as practicable, to assign to American Timken their rights in the 
Timken name. Since the good will of the co-conspirators has been completely 
focused on the Timken trade-mark for the past thirty-nine years (and will be for 
a total of fifty-six years if the the present agreements are allowed to run out), the 
Government contended that the co-conspirators had a veritable Hobson’s choice be- 
tween destroying their business and terminating their illegal cartel arrangement. 

It was also stressed in the Government’s brief that the American defendant and 
its foreign cartel associates have not only refrained from direct shipments into each 
other’s territories, but they have dissuaded importers, exporters, distributors, auto- 
mobile dealers, and others from buying bearings from one cartel partner and resell- 
ing those bearings in the territory of a different cartel partner. Furthermore, since 
the British and French companies are prohibited from dealing in bearings under 
any other mark than “Timken,” and the defendant Timken Company is the only 
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company that can make roller bearings thus marked in the United States, Timken’s 
domestic competitors, as well as their distributors or dealers, are completely fore- 
closed from supplying any demands which the British and French companies might 
have for American-manufactured ball bearings. The rival American manufacturers 
are much smaller than Timken, and yet they must compete individually against the 
combined world-wide advertising and promotion of Timken products by Timken 
and its British and French cartel associates, who are three of the largest manufac- 
turers of tapered roller bearings in the world. Furthermore, since users customarily 
replace worn-out or defective bearings with bearings of the same make, Timken and 
its foreign cartel associates have a very great advantage over outside competition in 
securing the market for replacement of bearings originally installed by them. Final- 
ly, as far back as 1926 and 1927, counsel was informing the defendant that the Tim- 
ken name in England “has been frequently used in a context which suggests that 
it describes a type of bearing rather than trade origin,” and “in Germany we under- 
stand that “Timken’ is more or less equivalent to ‘tapered.’” On this basis, the Tim- 
ken trade name’s potentiality for excluding competitors from international trade was 
undoubtedly magnified, for whoever had the right to use it had the right to use a 
generic name. 

The defendant, according to the Government, was able to achieve this exclusion- 
ary position despite the fact that the Timken mark was so weak that it is allegedly 
unregistrable under the Trade-Mark Act of 1905 and on the principal register pro- 
vided for by the Lanham Trade-Mark Act of 1946. In fact, the mark is not even 
registrable, as such, on the supplemental register provided for by the Lanham Act. 
Furthermore, as Judge Freed’s opinion recognized, Timken has never had world- 
wide rights in the name “Timken,” by virtue of either registration or actual user, 
but on the contrary for almost forty years has foreclosed itself almost completely 
from using the name in many important markets of the world. Add to this that 
“Timken” was already recognized as a generic or descriptive name in some impor- 
tant commercial countries. Moreover, because of the concurrent use of the same 
mark by the defendant and its British and French co-conspirators, the purchasers 
of “Timken” bearings run a good chance of being deceived as to whose bearings— 
Timken’s, or the British or French company’s—they are actually getting. Accord- 
ingly, it would appear that it is not the legal strength of a trade-mark, but its eco- 
nomic maneuverability, that gives it potency. 

Judge Freed’s negativing of Timken’s trade-mark licensing defense was unequiv- 
ocal. He pointed out that, by virute of Timken’s earlier agreements not to com- 
pete, it did not own, had not registered, and could not use the “Timken” mark in 
a great portion of the world. Necessarily, Timken could not license what it did 
not own. Also, the trade-mark’s function was to distinguish the goods of one seller 
from those of another, thereby safeguarding his good will and protecting the pub- 
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lic from deception. The trade-mark was not a right in gross, and could not be made 
a “tool to circumvent free enterprise and unbridled competition.”*” 


B. Division of Fields 


Cartel partners can be limited not only territorially but also as to fields of pro- 
duction. When two firms engage in business involving commodities which are 
not of the same descriptive properties, the use of the same mark by both firms would 
prevent either from expanding into the field of trade of the other.°® Thus I. G. 
Farben has limited the use of the “Agfa” trade-mark in the United States by Gen- 
eral Aniline and Film (and its predecessor companies) to the photographic film 
industry, while it has used the mark on a host of industrial products, including 
artificial threads and fibres, dyes, medicines, pharmaceuticals, perfumes, and even 
cocoa and chocolates.®® Similarly Bayer Company’s use of the “Bayer” and Bayer 
Cross marks was not only restricted by I. G. Farben to the United States, Canada, 
United Kingdom, Ireland, and Cuba, but, even within Bayer Company territory such 
as the United States, I. G. Farben reserved the right to use those marks on dyes and 
dyestuffs.° This latter commercial limitation becomes peculiarly inhibiting and 
stultifying when one considers the increasing scientific intertwining between sulfa 
drugs and sulfa dyes. What possible public interest inheres in having the same 
mark used by the one company on sulfa drugs and by the other on sulfa dyes? 
Or in having scientific reséarch stop at an artificial commercial frontier, merely 
because the use of a commercial label stops at that frontier? 


C. Division of Markets and Discriminatory Pricing 


Not only may a trade-mark pattern illegally divide territories and fields of 
production, but it may promote a division of markets and a discriminatory treatment 
of those markets that may run afoul of the antitrust laws. In the usual case, that 
discrimination takes the form of differential price treatment. Thus, in United 
States v. Rohm and Haas, the identical molding powder, methyl methacrylate, was 
sold for general construction and manufacturing purposes under the marks “Crys- 
talite” and “Lucite” at 85 cents per pound, and for the making of dental plates 
under the names “Vernonite” and “Crystalex” at $45 per pound. Only two com- 
panies distributed Rohm and Haas’ product to the dental trade.*' The consent 
judgment entered against Rohm and Haas requires compulsory sale of methyl 
methacrylate to dental customers.® 


57 Compare the discussion later on in this article of the use of trade-marks by related companies, 
infra. Judge Freed likewise held against ‘Timken on its other defenses that the restraints were (1) rea- 
sonable, (2) ancillary to Timken’s formation of a “joint venture” with the British and French com- 
panies, and (3) ancillary to Timken’s furnishing technical information and “know-how” to those 
companies. 

5® See Beechnut Packing Co. v. P. Lorillard Co., 7 F. 2d 967 (C. C. A. 3d 1925), aff'd, 273 U. S. 
629 (1927). 

5° See Diggins, supra note 39, at 129-131. $Id. at 1297-128. 

*1 Hearings before the Senate Committee on Patents on S. 2303 and S. 2491, 77th Cong., 2d Sess. 
663 et seq. (1942). 

®2 Art, VII of Final Judgment in United States v. Rohm & Haas Co., supra note 45. 
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In a proceeding in 1936, the Federal Trade Commission found a price discrimina- 
tion in violation of Section 2 of the Clayton Act in the fact that Goodyear Tire & 
Rubber Company gave Sears, Roebuck a lower price than it gave its other cus- 
tomers. The discrimination was made possible only by calling the tires sold to 
Sears, Roebuck “All State” and “Companion,” naming those sold to the rest of the 
trade “All Weather” and “Pathfinder,” and concealing from the general trade the 
common source of manufacture of all these sets of tires.® 

The use of “fighting brands” is one of the most ancient of illegal antitrust re- 
straints involving the use of trade-marks. Thus, in United States v. American 
Thread Company, a combine was formed in the thread industry which monopo- 
lized the sale of threads and removed several brands from the market. However, 
when an independent manufacturer would: begin to build up an appreciable busi- 
ness, the agents of the combined companies would revive one of their retired brands, 
sell it below the cost of production to customers of the independent manufacturer, 
and put on “flying squadrons” to handle these “fighting brands.” False reports 
were alleged to have been made, among other matters, that the independents were 
using infringing brands. In the decree entered in the case, the defendants were 
enjoined from acquiring the brands of competitors; from using fighting brands or 
flying squadrons (fighting brands being defined as brands offered at prices lower 
and on terms more favorable than those asked by the seller for substantially the same 
threads under different brands or names); and from harassing and intimidating 
by threatening to prosecute for trade-mark infringement. 

D. Pre-emption of Markets and Uniform Price-Fixing 

Shifting from price discrimination between markets accomplished by trade-marks 
to the use of marks to pre-empt markets and to promote price uniformity, we come 
to United States v. General Electric Company, the only litigated case, besides Tim- 
ken, involving trade-mark abuse in contravention of the Sherman Act.” In this 
case, General Electric agreed to let Westinghouse use the “Mazda” mark, but de- 
clined to let its other patent licensees do so. In addition, General Electric and West- 
inghouse persuaded public bodies to include in their specifications the require- 
ment that lamps to be furnished those bodies be “Mazda” or “Mazda or equal,” a 
provision which the court held was designed to exclude, and had the effect of ex- 
cluding, competitors from the municipal market, and therefore violated Section 1 


of the Sherman Act. 
It is a truism that uniform price fixing, and the adoption of uniform distribu- 


°° In re Goodyear Tire & Rubber Co., 22 F. T. C. 232 (Docket No. 2116, cease and desist order 
entered March 5, 1936). Later reversed sub. nom. Goodyear Tire & Rubber Co. v. Federal Trade Com- 
mission, ror F, 2d 620 (C. C. A. 6th 1939), cert. denied, 308 U. S. 557 (1939). 

**D. N. J., Eq. No. 312, consent judgment entered June 2, 1914. 

** See Arts. VI(c), (g), (h), and (k) of the consent judgment, supra note 64. 

** The complaint, it may be noted, charged sales “below cost.” 

** United States v. General Electric Co. (D. N. J. Civ. Action No. 1364, Jan. 27, 1941). Note 
particularly paragraphs 307 to 310, inclusive. The opinion is reported in 82 F. Supp. 753 (1949). 
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tion and production policies, are possible only where the product is of a substantially 
uniform nature. A trade-mark can frequently be a guarantee that a product is of 
such uniform nature. In fact, this was the way trade-marks functioned in the 
lumber industry, in which there have been several antitrust cases. Characteristic is 
the case brought against the Southern Pine Association and its members, where the 
trade-mark “SPA” was used to indicate that the lumber had been graded and 
inspected by the association. All of the “big mills,” which produced 47 per cent 
of the total production of southern pine lumber but constituted only 4.2 per cent 
of the number of mills, were members of the association and subscribers to its 
grading and marking service. The vast majority of the “small mill” operators, 
consisting of 95.8 per cent of the mills and producing 53 per cent of the total pro- 
duction, were neither members nor subscribers. The association so formulated and 
administered its grading and grade-marking rules than an unfair competitive ad- 
vantage was given to the products of its members. As in the case of the Mazda lamp, 
extensive campaigns were conducted to have localities use only association trade- 
marked lumber for building construction. The Southern Pine Association was 
successful in preventing competing trade groups from getting public recognition 
for their own trade-marks. Lumber manufacturers, under the compulsion of losing 
their trade, were compelled to subscribe to the association’s grading and marking 
services. These manufacturers were obligated to comply not only with the grading 
and inspection rules of the association but also with distribution and production 
policies, designed to fix uniform prices for lumber, which were considered by the 
Department of Justice violative of the antitrust laws. The decree entered in the 
civil case against the Southern Pine Association provided for the erection of an 
autonomous bureau, to be separate from the association and to be known as the 
Southern Pine Inspection Bureau, which was to carry on all grading, standardization, 
inspection, and ‘grade-marking activities. The services of this bureau were to be 
available at all times on equal terms to all manufacturers of southern pine without 
discrimination and without any requirement that they join the Southern Pine 
Association or any other trade association. The judgment has numerous detailed 
provisions designed to insure non-discriminatory functioning on the part of the 
bureau. Charges to be made by the bureau for services were to be fixed to cover 
actual cost, and were to be assessed against subscribers without regard to their mem- 
bership in any trade association. The bureau had its own mark, which was to be 
available to all subscribers complying with the bureau’s rules with respect to stand- 
ard grades. In other words, in order to cure the abuse of an ordinary trade-mark, 
which had resulted in antitrust violation, there was established for the southern pine 
industry what was in effect a certification mark. 


8 United States v. Southern Pine Association (E:D. La., complaint and decree entered Feb. 21, 1940). 
For comparable illicit use of the grading and marking function, see United States v. Western Pine 
Association (S. D. Calif., Civ. Action No. 1389-RJ, complaint and decree entered Feb. 6, 1941); United 
States v. National Lumber Manufacturers Association (District of Columbia, Civ. Action No. 11262, 
complaint and decree entered May 6, 1941). 
®° Cf. discussion of certification marks, infra. 
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E. Adjuncts to Quantity Control 

It is another self-evident proposition that any method of identifying a product 
contributes to counting it. Voluntary, direct production—limitation schemes have 
gone out of fashion because it has always been recognized that they violate the 
antitrust laws; the current methods of limiting production are to limit the number 
of competitors who engage in an industry, or to limit the industrial capacity of the 
industry—indirect methods of accomplishing the objective of production limitation 
that are harder to cope with than direct methods. However, in the United States 
Pipe & Foundry case” patent license agreements provided for the limitation of 
production by the manufacturers of centrifugally cast iron pressure pipe by im- 
posing a penalty on a patent royalty basis on pipe produced above a fixed amount. 
One of the methods capable of use in enforcing this limitation was the requirement 
that the pipe manufactured by the so-called “deLavaud” process, by which most of 
the pipe in the industry was manufactured, be stamped with the name “deLavaud.” 
While this was ostensibly desired as a method of quality control, it could have had 
considerable advantage as a quantity control. The consent judgment entered in 
this case provides that the defendants be restrained from conditioning a patent license 
or immunity, or a disclosure of technical information or data, or a sale or lease of 
pipe manufacturing machines, upon the requirement that the other parties to the 
transaction agree to adopt and use trade-marks or trade names owned or controlled 
by any defendant.” 

F. Trade-Marks as General Adjuncts to Domestic Monopoly 

It is impossible, of course, to determine in all cases when a potent trade-mark is 
the creature or (as possibly in the cases of tobacco and soap) the cause of an alleged 
monopoly. When, however, the problem arises of awarding antitrust relief neces- 
sary to dissipate the effects of a monopoly, that question becomes academic, because 
trade-mark relief can be as effective to that end as other types of relief. Furthermore, 
the mere existence of a monopoly over the manufacture or distribution of a product 
necessarily confers upon the trade-mark or name for that product that quality of 
genericness and indispensability for describing the product that leads courts to 
declare the mark or name to be in the public domain. Thus, in the A. B. Dick 
case provision was made for the dedication of the trade-mark “mimeograph” both 
in this country and in foreign countries and for debarring the defendant from 
using the trade-mark in any way to interfere with imports or exports.’? In 
United States v. Gamewell, the defendant was charged with acquiring trade-marks 
as well as patents on fire-alarm equipment for the purpose of securing. and main- 
taining a monopoly of the manufacture and sale of such equipment, and of filing or 


7 United States v. U. S. Pipe and Foundry Co. (D. N. J. Civ. Action No. 10772). The summary 
in the text takes no account of the trade-mark feature of U. S. Pipe and Foundry Company’s lease-license 
agreement with a Mexican corporation. 

7 1Id., Art. V(e) of Final Judgment of July 21, 1948. 

72 United States v. A. B. Dick Co. (N. D. Ohio, Civ. Action No. 24188, entered March 25, 1948), 


Arts. Il.11(b), Il.12(c), VIIL1. 
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threatening to file patent and trade-mark infringement suits. for the purpose of 
eliminating others from the selling of fire-alarm equipment.” In the consent judg- 
ment in that case, Gamewell was enjoined from threatening to bring or bringing 
any suit based on seventeen enumerated trade-marks, except such as might be neces- 
sary to insure that other users of those marks indicate the source of origin of the 
trade-marked products.”* 

With these judgments may be compared the consent judgment entered recently 
against the American Optical Company and others, where similar provision was 
made against the defendants’ suing on any of six trade-marks, except for the taking 
of steps necessary to prevent deception of the public and to indicate source of 
origin.” In the American Optical case, the dedication was a corollary to depriving 
the defendants of their patent monopoly, rather than an effort to divest a defendant 
of any other economic monopoly. The “Numont” eyeglass frame patent monopoly, 
for example, was used as the basis for industry-wide patent licenses fixing the 
manufacturers’ sales price for “Numont” frames. In addition to this, the patent 
license imposed the additional requirement that the licensee manufacturers use the 
trade-mark “Numont,” so that the resale price of “Numont” frames might also be 
fixed. Thereby there was achieved for the industry both horizontal price-fixing 
(through the patent licenses) and vertical price-fixing (through resale price main- 
tenance contracts based on'trade-marks). This, plus the possibility that the patent 
restraint might be revived in the shape of similar trade-mark control, was the basis 
for the additional provision in the judgment prohibiting the defendants from re- 
quiring patent licensees to use any specific trade-mark.”® 


IV 


Tue Lanuam Acr 


The proponents of the Lanham Act have stressed that the purpose of the Act 
is to promote competition, and that the antitrust laws are completely unaffected.” 
There is no indication in the statute to the contrary. In fact, specific language in the 
statute deprives trade-marks used to violate the antitrust laws of enforceability.” 
Thus there would seem to be every assurance that no judge savoring the full flavor 
of the Line Material and Paramount decisions, with their insistence on the overriding 


™ See paragraphs 10(c) and (i) of complaint (D. Mass., Civ. Action No. 6150). 

™ Art. V(E) of Final Judgment, entered March 22, 1948. 

™ United States v. American Optical Co. (S. D. N. Y., Civ. Action No. 10-391) Art. IX of Final 
Judgment of September 17, 1948. 

7° Td., Art. XI. The resale price maintenance contracts were, of course, also required to be canceled. 
Id., Art. XII. 

77 “T'rade-marks, indeed, are the essence of competition, because they make possible a choice between 
competing articles by enabling the buyer to distinguish one from the other.” H.R. No. 219, 79th Cong., 
1st Sess. 3 (1945); SEN. Rep. No. 1333, 79th Cong., 2d Sess. 4 (1946). 

78 Section 33(b)(7), 60 Star. 438, 15 U. S. C. §1115(b)(7) (1946). This is farther than the 
Supreme Court went with respect to abused patents in the Hartford-Empire (323 U. S. 386 (1945)) and 
National Lead (332 U. S. 319 (1947)) cases. For the division of views as to the legal impact of this 
provision, see infra. 
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scope of the antitrust laws, would permit trade-marks to become an instrumentality 
for making a breach in the coverage of the antitrust laws.’** Why then any anxiety? 

The answer is that successful antitrust policy must be both preventive and keyed 
to the problems of enforcement. Thus, there can be many a slip between the legis- 
lative chalice and the judicial lip. Policy may be safe and solid at the Olympian 
level where it is on occasion enunciated—the Congress and the Supreme Court— 
and yet become a bit bedraggled and haphazard at the level of practice where it 
must continually live. Congress has arguably given additional support in the Lan- 
ham Act to the view that a trade-mark is an independent, substantive property 
right, rather than a mere signpost keeping would-be tort-feasors from engaging in 
unfair competition. One may rely on antitrust defendants who use trade-marks 
to support that view, for it is not unusual for such defendants to defend their 
attacked trade restraints by asserting them to be proper exercises of their property 
rights. Furthermore, one of the most characteristic features of an antitrust con- 
spiracy is its capacity to make illicit use of innocent instrumentalities such as trade- 
marks.” Since the major obstacle to antitrust enforcement has not been unfavorable 
court judgments but the attrition of cumbersome and dilatory court proceedings, 
any legislation which, even by unwarranted inference, can be included in an antitrust 
defendant’s pleadings or briefs deserves careful watch. 

Moreover, the basic social problem of antitrust is only fragmentarily depicted in 
court litigations. A legal development may not rise to the dignity of inclusion in a 
formal antitrust proceeding, and yet have serious potentialities for the stifling of 
competition and the spread of monopoly. Thus, it becomes pertinent to this dis- 
cussion to raise such questions as these: Are the protections of the Lanham Act 
of a kind which in the long run inure primarily to the benefit of the large national 
corporations, or will they be equally beneficial to small businesses? To what extent 
will private suits involving trade-marks and trade names have an influence on 
competition over and above their role in conserving whatever “property” values the 
litigants think are inherent in the mark? Can the procedures and policies of the 
Patent Office mitigate undesirable anti-competitive effects of trade-mark protection? 
How much of the traditional common-law trade-mark philosophy in favor of com- 
petition will permeate the interpretation of the Lanham Act, and thereby still further 
lessen the probability of anti-competitive use of trade-marks? 

It is in the light of questions such as these that we should analyze the Lanham 
Act. Basically, it is the writer’s view that the conventional judicial theory of trade- 
marks as indications of source of origin is, in the ordinary case, not inimical to 
competition. If the Lanham Act is interpreted in accordance with that conventional 


784 Since this article was prepared, Judge Freed, in the Timken case, supra note 56, has stated that 
the legislative history of the Lanham Act clearly discloses that the Act was not intended to undermine 
the antitrust laws. ; 

7° An illegal conspiracy may consist of legal parts. Aikens v. Wisconsin, 195 U. S. 194, 205-206 
(1904); Swift and Company v. United States, 196 U. S. 375, 396 (1905); United States v. American 
Column and Lumber Co., 263 Fed. 147, 151-152 (W. D. Tenn. 1920). 
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theory, then its untoward effects on competition will be minimized. On the other 
hand, if the Lanham Act is construed to involve any substantial redefinition of the 
orthodox trade-mark concept, its effect will be anti-competitive. In favor of not 
giving the ordinary post-Lanham Act mark any broader legal scope than the pre- 
Lanham Act mark is the fact that the Act has validated a new species of mark, 
ringed around with special safeguards, to assume the so-called quality or “guaran- 
tee” function—the certification mark. Also the mere fact that a trade-mark, psy- 
chologically speaking, may generate a wider chain of associations than the “source of 
origin” is no reason why the law should afford these other associations legal recog- 
nition. Law, after all, is a normative discipline, and is under no obligation to be a 
general register of psychological sensations and social reactions. To say, therefore, 
that a trade-mark connotes to a buyer quality or workmanship is to record one of 
many possible observable reactions to the use of the mark, but except with respect 
to certification marks it is a reaction with little legal significance. 

In the interests of summarily covering a wide legislative terrain with some sem- 
blance of clarity, seemingly dogmatic answers may be given to some questions. How- 
ever, this is a purely surface matter, because we are dealing with a statute that is 
inspired by divergent philosophical theories of trade-mark protection which were 
not effectively reconciled, is unclear in many spots, and has thus far been the subject 
of very little judicial interpretation. Obviously such a statute permits of little 
dogmatism. 


A. New Types of Marks Subject to Registration—Incontestability 


Much has been made in earlier sections of this article of the parsimony of the 
courts in permitting the exclusive appropriation of a mark by would-be appropri- 
ators. The Lanham Act shows a surface intention to let down the bars. Thus 
Section 2 lays down as a general principle that “no trade-mark by which the goods 
of the applicant may be distinguished from the goods of others shall be refused 
registration on the principal register on account of its nature.” Furthermore, the Act 
provides that trade-marks used in connection with services may be registered, 
thereby giving protection to “audible” marks such as radio slogans and advertise- 
ments. The registration of collective and certification marks is also provided for. 
Registrability has been expanded, it has been argued, for marks that are geographi- 
cal, descriptive (or even misdescriptive), or names or surnames, both under specific 
language relating to such marks and by virtue of Section 2(f), which permits the 
registration of marks otherwise unregistrable if such marks have “become distinctive 
of the applicant’s goods in commerce.”®° Furthermore, for the first time it is 
recognized (in Section 23) that the marks on the Supplemental Register, which 
is a continuation of a similar register under the Act of 1920, may include not only 
the conventional types of trade-marks and trade names but “any . . . package, con- 
figuration of goods, name, word, slogan, phrase . . . numeral, or device . ...” —lan- 


8° Water J. DERENBERG, REGISTRABILITY UNDER THE LANHAM Act 13-17 (Practising Law Insti- 
tute Lecture, Oct. 16, 1947). 














348 Law AND ConTEMPORARY PROBLEMS 


guage which may lead, in the words of an eminent commentator, to “new and 
harassing monopolies.”** 

Now, of course, the fact that a symbol may be registered by one person does not 
of itself legally imply that other persons will be excluded from the use of that 
symbol, although there is a psychologically minatory feature about registration; the 
main impact of the Lanham Act on competition will be the new legal effectiveness, 
if any, given registration. First, registration is made constructive notice of the 
registrant’s claim of ownership of the mark (Section 22). Second, cancellation pro- 
ceedings, except for certain specified grounds, must be brought within five years of 
the registration (Section 14).8* Third, and most important, in the absence of a can- 
cellation proceeding, the mark becomes incontestable at the end of a five-year period 
except for certain provisos (Section 15). 

The possible effect of these provisions on, let us say, a young and struggling 
business using locally in Arizona or California a mark that is similar to one used by 
a large national corporation is obvious. Trade-mark counsel being something of a 
luxury for a small business, it seems reasonable to suppose that the national corpora- 
tion will register the mark first, even though it be a Johnny-come-lately to the use 
of the mark. The Arizona corporation may for five years remain oblivious to such 
registration or of its right to cancel the registration, in which event it becomes fore- 
closed from the right to use the mark in territory subsequently developed by it. 
If, within the five-year period, it stumbles upon the idea that it should canvass the 
Register or bring cancellation proceedings, it must procure representation in Wash- 
ington, regardless of the state of its pocketbook, regardless of whether the national 
corporation is doing any buisness in its area or not, and regardless of whether the 
national corporation is even dealing in the same commodity as the local corporation. 
For an incontestable registration arguably gives the owner of the registered mark 
exclusive rights throughout the United States,** and, in the current state of the law, 
may subject to suit a non-registering user of the mark even where he uses the mark 
on a product that the registrant does not produce or even intend to produce.** 


81 HANDLER, Of. cit. supra note 29, at 223. Molengraaff, The Nature of the Trade-Mark, 29 YALE 
L. J. 303 (1920), has pointed out that the properties and qualities of an object, such as weight, color, 
shape, size, and character cannot be used as a trade-mark because they form part of the goods and 
make them unlike other goods. Hence, such attributes do not distinguish the object from similar goods. 
Id. at 304. He also pointed out that a covering or envelope, or label or ticket, cannot be a trade-mark. 
Id. at 305-306. 

®2 The rule has been that laches is no defense to a cancellation proceeding. Proctor & Gamble Co. 
v. J. L. Prescott Co., 77 F. 2d 98, 101-102 (C. C. P. A. 1935). 

®° Judge Wyzanski has even held that a registrant may enjoin a purely intrastate use of a mark on 
the ground that such local use may adversely affect interstate sales. Cole of California, Inc. v. Collette 
of California, Inc., 79 U. S. P. Q. 267 (D. Mass. 1948). This was contrary to what the Supreme 
Court had held under the 1905 Act. U. S. Printing and Lithographic Co. v. Griggs, Cooper & Co., 279 
U. S. 156 (1929). 

®*See Hocr, TRADEMARK INFRINGEMENT 198-199 (Practising Law Institute Lecture, Jan. 15, 1948); 
MIDDLETON, TRENDS IN JUDICIAL INTERPRETATION 250-251 (Practising Law Institute Lecture, Jan. 22, 
1948). Middleton points out, however, that the Lanham Act is still not broad enough on this point to 
include the so-called “sponsorship” and “dilution” theories. If this interpretation of §32(1) of the 
Lanham Act is correct (which is doubtful), it would represent ultimate triumph for the views of 
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The common law, it may be noted, had not been friendly to the notion that the 
owner of a trade-mark could pre-empt the use of that mark for all of interstate com- 
merce if he himself used it only in a limited geographical area,® or if he used it with 
respect to a so-called noncompeting commodity or a commodity differing significantly 
from that of an alleged infringer.6* There would seem to be something anti-com- 
petitive about allowing a resource, symbolic and conceptual though it may be, to be 
monopolized by people who do not exploit it themselves yet may prevent its ex- 
ploitation by others.°” 

The pre-emptive scope given a registered mark is accentuated by the tendency on 
the part of many national corporations to register a great number of marks, more 
than they really need. Thus some corporations register “alternative” marks, which 
are in fact designations of different grades of the same article and therefore, in the 
view of some critics, should not be registered at all. Other large corporations tend 
to register “family trade-marks” or “associated marks,” e.g., a series of a dozen or so 
marks such as “Wheaties,” “Oaties,” etc. This also is a trend of which serious com- 
mentators have been critical.®* 

While it is possible to interpret the Lanham Act as adding to the general defense- 
lesstiess of small business (and in fact the outlook of the Justice Department and 
F. T. C. representatives at the Congressional hearings was inky in its pessimism), a 
more optimistic outlook may also be justified. There is no necessary correlation be- 
tween the administrative registration or lack of registration of a trade-mark and its 
validation and enforcement by the courts.*® The Second Circuit has, even since 
the passage of the Lanham Act, repeated the prevailing doctrine that registration of 
a mark confers only procedural advantages and does not enlarge the registrant’s 





Schechter, supra note 10. Possibly the internal procedures of the Patent Office may constitute a limiting 
safeguard. Rule 16.3 provides that original applications for registration shall be limited to a single 
one of 50 specified classes of products (see also Rule 16.1). The fee for each original application is 
$25.00 (Rule 2.1), so efforts to cover several classes may prove quite costly. However, classification 
does not limit or extend the applicant's rights (Rule 16.1). 

85 The common-law rule was that the mark must connote the owner’s product in a given area before 
he could prevent its use by others in that area. Columbia Mill Co. v. Alcorn, 150 U. S. 460, 463-464 
(1893); Canal Co. v. Clark, 13 Wall. 311, 323 (U. S. 1871); U. S. Printing and Lithographic Co. v. 
Griggs, Cooper & Co., 279 U. S. 156 (1929); United Drug Co. v. Rectanus Co., 248 U. S. 90, 98 (1918). 
Each trade-mark owner owns the mark in the territory he occupies. Hanover Star Milling Co. v. 
Metcalf, 240 U. S. 403 (1916). 

8° See American Steel Foundries v. Robertson, 269 U. S. 372, 380 (1926); Dwinell Wright Co. v. 
White House Milk Co., 132 F. 2d 822, 824 (C. C. A. 2d 1943) (coffee and tea sufficiently related to 
milk). The problem has always been to determine when a manufacturer is associated with a commodity 
he does not produce. Obviously, as Judge Learned Hand points out, it is no harm to the seller of a 
steel shovel to have his mark used on a lipstick. See L. E. Waterman Co. v. Gordon, 72 F. 2d 272, 273 
(C. C. A. 2d 1934) (carry-over from fountain pens to razor blades). 

®7 The dangers of concurrent registration as a prelude to division of territories or fields have already 
been explored. The Lanham Act treatment of the problem of concurrent registration is set forth infra. 

88 DERENBERG, Op. cit. supra note 80, at 8-9; AnT, TRADEMARKS FROM THE ADVERTISER’s PoINT OF 
View 287 (Practising Law Institute Lecture, Oct. 30, 1947). See also Albany Perforated Wrapping- 
Paper Co. v. Hoberg Co., 102 Fed. 157, 159 (C. C. E. D. Wis. 1900). 

8° See E. F. Prichard Co. v. Consumers Brewing Co., 136 F. 2d 512, 518 (C. C. A. 6th 1943), and 
cases therein cited. 
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substantive rights;® that the test of trade-mark infringement differs little, if any, 
from the test of unfair competition;®’ and that the test of unfair competition is 
whether the public is likely to be deceived, ¢. ¢., whether it thinks that the goods are 
the goods of another person.®? The courts have given enforcement, because of a de- 
rived secondary meaning, to trade-marks which were denied registration because of 
their descriptive or geographical characteristics;** conversely, they have denied validity 
to marks of indisputably ancient origin and registration.** There is therefore no cer- 
tainty that even the Lanham Act’s permission to register marks which, though 
otherwise unregistrable, have become distinctive of the registrant’s goods, will bear 
any substantive judicial fruit. 

Furthermore, given a considered and conservative interpretation by the Patent 
Office and the courts, the notice and incontestability features of the statute may lose 
a considerable part of their anti-small-business sting. Thus, the statute itself allows 
for cancellation and for exceptions to the rule of incontestability for abandonment, 
fraud, misrepresentation, etc., which have led to considerable doubt as to whether 
incontestability means very much. A recent article points out twenty-one different 
grounds in the Act for contesting a mark;®* the National Association of Manufac- 
turers Subcommittee on Trade-marks is clamoring for strengthening amendments to 
the Act;®* and even optimists about incontestability will concede that over-populari- 
zation or misuse of a mark deprives it of its incontestability.*” 


°° Best & Co. v. Miller, 167 F. 2d 374 (C. C. A. 2d 1948) (“Lilliputiam Bazaar” case). For cases 
prior to the Lanham Acct stating the prevailing doctrine, see Armstrong Co. v. Nu-Enamel Corp., 305 
U. S. 315, 322, 324 (1938); Emerson Electric Mfg. Co. v. Emerson Radio & Phonograph Corp., 105 
F. 2d 908-910 (C. C. A. 2d 1939), cert. denied, 308 U. S. 616 (1939); George W. Luft Co. v. Zande 
Cosmetic Co., 142 F. 2d 536, 541 (C. C. A. 2d 1944), cert. denied, 323 U. S. 756 (1944). Stated 
another way, a valid registration confers on the registrant only the right to sue in a federal court, a right 
which would usually be his under the diversity jurisdiction in any event. See Standard Brands v. 
Smidler, supra note 13, at 36; Industrial Rayon Corp. v. Dutchess Underwear Corp., 92 F. 2d 33 (C. C. A. 
2d 1937). 

*1 See, in addition to the Best & Co. and Armstrong cases, supra, American Steel Foundries v. 
Robertson, 269 U. S. 372, 380 (1926); Harry D. Nims, THe Law or UNFair CoMPETITION AND TRADE- 
Marks 8 et seq. (4th ed. 1947); Handler and Pickett, Trade-Marks and Trade Names—An Analysis and 
Synthesis, 30 Cor. L. Rev. 168, 758 (1930). 

°2S. C. Johnson & Son v. Johnson, 116 F. 2d 427, 429 (C. C. A. 2d 1940); Eastern Wine Corp. v. 
Winslow-Warren, Ltd., supra note 15, at 960; General Finance Loan Co. v. General Loan Co., 163 F. 2d 
709, 712 (C. C. A. 8th 1947). An intention to deceive, if futile, is not actionable. See Kann v. Dia- 
mond Steel Co., 89 Fed. 706, 712 (C. C. A. 8th 1898). 

°® Barton v. Rex-Oil Co., 2 Fed. 2d 402 (C. C. A. 3d 1924) (“Dyanshine”); MclIlheny Co. v. Gaidray, 
253 Fed. 613 (C. C. A. 5th 1918); MclIlheny Co. v. Bulliard, 265 Fed. 705 (D. La. 1920); Mcllheny 
v. Trappey, 11 T. M. Rep. 397 (D. La. 1921), aff'd, 281 Fed. 23 (C. C. A. 5th 1922), all dealing with 
“Tabasco” sauce. 

*Compare two recent infringement suits, one dealing with a validly registered mark in use since 
1879, where the courts denied relief on the ground that the mark was descriptive. National Nu-Grape 
Co. v. Guest, 164 F. 2d 874 (C. C. A. 10th 1947), cert. denied, 333 U. S. 874 (1948); Best & Co. v. 
Miller, supra note go. 

°° Williamson, Trademarks Registered Under the Lanham Act Are Not “Incontestable,” 37 T. M. Rep. 
404 (1947). 

°° See report of March 24, 1948. These amendments are embodied in the measure introduced by 
Senator Hawkes at the last session of Congress, S. 1919, 80th Cong., 1st Sess. (1947). 

°Derenberg, The Status of Existing Trademark Registrations Under the New Trademark Act of 
1946, 3 Foop, Druc, anp Cosmetic L. Q. 270, 277-278 (1948). 
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The proponents of the Lanham Act testified that, where a mark loses its signifi- 
cance as an indication of origin and becomes generic, it would be considered 
abandoned under the Act, which would mean that it could not become incontest- 
able.*® Supplementing this, the Lanham Act incorporates a Senate amendment to 
the effect that “no incontestable right shall be acquired in a mark or trade name 
which is the common descriptive name of any article or substance, patented or 
otherwise.”®® Furthermore, since the passage of the Lanham Act, the Seventh 
Circuit has vigorously denounced the monopolistic implications inherent in the 
attempt by the owner of a trade-mark (“Sunkist”) used on fruits and vegetables to 
ban its use on bread.’ There have been other expressions of judicial distaste for the 
application of a trade-mark to a commodity differing from that of the trade-mark 
owner.’* Even from Judge Clark, who has taken the view in dissent that the 
Lanham Act has enlarged the common law of trade-marks, there seems to be a 
discernible antipathy to the notion of trade-marks on “shapes” of objects.’ 

There are other substantial protections in the language of the statute itself. De- 
fenses are specifically provided against trade-mark infringement suits (Section 33). 
The .abuse of marks in certain critical situations is carefully guarded against, e.g., 
certification marks, patented articles, use by related companies. The Lanham Act 
itself is an unclear and ambiguously worded statute, and contains words of broad 
content which the courts may interpret in accordance with the traditional pro- 
competitive policy of the common law in the past. To say, however, that the hazards 
to small business are problematic and psychological in character, and that the courts 
are ultimately there to mitigate those hazards, is not to rob them of their ponder- 
ability. 

We now pass to specific classes of marks that were possible instrumentalities of 
antitrust abuse’ and examine how they are handled in the Lanham Act. 


°8 See testimony of Daphne Robert in Hearings before a Subcommittee of the Senate Committee on 
Patents on H. R. 82, 78th Cong., 2d Sess. 100 (1944); testimony of Robert W. Byerly in Hearings before 
the House Committee on Patents on H. R. 82, 78th Cong., 1st Sess. 27 ef seg. (1943); testimony of 
Wallace H. Martin, id. at 34. But cf. testimony of Arthur T. Vanderbilt, id, at 21 et seq. Handler, 
supra note 29, at 231, raises the doubt that §45 of the Lanham Act may so define abandonment as to 
preclude the cancellation of marks which lose their distinctiveness through no fault of the registrant. 

°° Section 15(4) of the Lanham Act, 60 Srat. 433, 15 U. S. C. §1065(4) (1946). This must be 
distinguished from the Senate amendment relating specifically to patented articles. 

100 See California Fruit Growers Exchange v. Sunkist Baking Co., 166 F. 2d 971, 974 (C. C. A. 
7th 1947). The court also stressed that confusion as to source of origin was essential to constitute 
infringement of the mark under the Lanham Act. Id. at 973. The defendant's mark, it may be noted, 
was registered only in Iowa and Illinois, whereas the unsuccessful plaintiff's mark had been registered 
in the Patent Office. 

101 See S. C. Johnson & Sons v. Johnson, supra note 92; Dwinell-Wright Co. v. White House Milk 
Co., 132 F. 2d 822, 825 (C. C. A. 2d 1943); Durable Toy & Novelty Corp. v. J. Chein & Co., 133 F. 2d 
853, 855 (C. C. A. 2d 1943); National Fruit Products Co. v. Dwinell-Wright Co., 47 F. Supp. 499 (D. 
Mass. 1943), aff'd, 140 F. 2d 618 (C. C. A. rst 1944); Zlinkoff, Monopoly Versus Competition: Signifi- 
cant Trends in Patent, Anti-trust, Trade-Mark, and Unfair Competition Suits, 53 Yare L. J. 514, 539 


(1944). 
102 See his opinion for the court in Lucien Lelong, Inc. v. Lander, 164 F. 2d 395 (C. C. A. 2d 1947). 
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B. Certification Marks 

One class of marks that has been given special statutory sanction by the Lanham 
Act consists of certification marks. These, roughly speaking, are “marks used upon 
or in connection with the product or services of one or more persons other than the 
owner of the mark to certify regional or other origin, material, mode of manufac- 
ture, quality, accuracy or other characteristics of such goods or services . . .” (Section 
4). Because certification marks were susceptible of abuse as to consumers and had 
been a vehicle of antitrust violation, their introduction into the Lanham Act aroused 
considerable apprehension. This apprehension has been largely, if not completely, 
met by a Senate amendment providing that a certification mark can be canceled at 
any time if the owner does not control or cannot legitimately control the use of the 
mark, or engages in the production or sale of the goods or services on which the 
mark is used, or permits the use of the mark in any way other than as a certification 
mark, or discriminates against applicants for use of the trade-mark in the certifica- 
tion of that applicant’s goods and services. Such cancellation proceedings can be 
initiated, as can all cancellation proceedings, by “any person who believes that he is 
or will be damaged by the registration of a mark”; however, the Federal Trade 
Commission is also authorized to bring cancellation proceedings. In view of the 
historic role of that Commission in policing the fraudulent and deceptive use of 
trade-marks, this is an important provision. The requirement that the owner 
“legitimately” control the use of his mark means that no rights inhere in a mark 
where such control is a consequence of an illegal cartel agreement or other antitrust 
practices, as in the General Electric case. Furthermore, the availability of the 
certification to all whose products conform to certain standards or conditions is a 
strong guarantee against the restrictive and anti-competitive use of the mark, pro- 
vided of course that the owner of the certification mark operates in good faith. In 
this connection the reader will wish to refer to the practices complained of, and the 
relief awarded, in the Southern Pine Association case.’ 


C. Concurrent Registrations 

Another source of anticipated antitrust abuse was Section 2(d) of the Lanham 
Act, providing for the concurrent registration of “the same or similar marks to 
more than one registrant when they have become entitled to use such marks as a 
result of their concurrent lawful use thereof in commerce.” In addition to requiring 
that the concurrent use be “lawful,” Section 2(d) provides that the Commissioner 
of Patents or a court determine that confusion or mistake or deceit would not result 
from such registration, and authorizes the Commissioner to prescribe conditions and 
limitations as to the place and mode of use of the trade-marks. Nevertheless, 
in view of the way in which concurrent use of a mark internationally had pro- 
moted international divisions of territories and fields, it was felt that permitting 
the concurrent registration of the same mark within the United States would result 


308 See note 67 supra. 104 See note 68 supra. 
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in domestic divisions of territories and fields. Thus far, very little effort has 
been made to take advantage of the provision. Perhaps the thorough ventilation, 
in the Congressional hearings and in the literature, of the possibility of abusing the 
process of concurrent registration has been as effective as a more detailed statutory 
effort to foreclose those possibilities would have been. Another reason for the 
small number of concurrent registrations may have been the narrow interpretation 
given the statute and the technical problems attendant upon such registration.” 


D. Patented Articles 
A patent on an article confers on the patentee the right to exclude all others from 
the manufacture and sale of the article, and the exercise of that right to exclude 
means that whatever name the patent holder gives to his article (e.g., linoleum, 
kerosene, cellophane) becomes, for at least seventeen years, the name by which 
that article is known to the general public. It is therefore a sound rule that does 
not permit a patent monopoly of quite extensive duration to be transferred into a 
perpetual one by recognizing a trade-mark monopoly obtained during a period 
when no one else could manufacture or sell the patented article. The Supreme Court 
and the legal and literary community has long recognized this,’ but the Lanham 
Act recognized it at the last moment, by incorporating an amendment, originated by 
Senator O’Mahoney but modified in conference, allowing for cancellation of a mark 
which has become a common descriptive name of an article or substance on which 
the patent has expired.°’ Senator O’Mahoney’s original amendment would have 
imposed a more drastic election on the manufacturer—to choose between his patent 
and trade-mark monopoly’®*—but the amendment as finally adopted does ameliorate 

the situation by at least recognizing prevailing law. 


E. Use of Marks by Related Companies 
On the conventional theory that trade-marks denote source of origin, their licens- 
ing has made slight headway with the courts and has been restrictively regarded 
by even ‘post-Lanham Act commentators.” More recent proposals for licensing 
stem from the conception that trade-marks guarantee the goods themselves rather 


205 See DERENBERG AND MERCHANT, PROBLEMS IN REGISTRATION PRocepurE (Practising Law Institute 
Lecture, Oct. 23, 1947). Trade-Mark Counsel for the Patent Office reports that only two or three con- 
current-use proceedings have been instituted under §2(d) of the Lanham Act. Derenberg, The Lanham 
Trade-Mark Act of 1946, 38 T. M. Rep. 831, 850 (1948). 

106 Singer Mfg. Co. v. June Mfg. Co., 163 U. S. 169 (1896); Kellogg Co. v. National Biscuit Co., 
305 U. S. 111 (1938); Amiesite Asphalt Co. of America v. Interstate Amiesite Co., 72 F. 2d 946 (C. C. 
A. 3d 1934). For a detailed presentation of the legislative background of the provision, and the 
federal and state judicial and Patent Office decisions on this point, see Greenberg, The “Patent” 
Clause of the Lanham Act, 38 T. M. Rep. 3 (1948). For a recognition of this by a student of language, 
see Henry L. MENCKEN, THE AMERICAN LANGUAGE Supp. I 341 (1945). 

207 Sec. 14(c), 60 SraT. 433, 15 U. S. C. §1064(c) (1946). This provision should be distinguished 
from the one which provides that ‘“‘no incontestable right shall be acquired in a mark or trade name 
which is the common descriptive name of an article or substance, patented or otherwise.” Sec. 15, 60 
Stat. 433, 15 U. S. C. §1065 (1946). 

108 The Senate version of H. R. 1654 provides for cancellation and free contestability at any time for 
a mark which “‘becomes descriptive of a patented article.” 

10° HANDLER, Op. cit. supra mote 29, at 240-241; Harry D. Nims, THe Law or Unrair ComMPETITION 
AND TRADE-Marks §22 (4th ed. 1947). 
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than the origin of goods."° The Lanham Acct for the first time gives specific recog- 
nition to marks which serve the guarantee function, #.e., certification marks (Sec- 
tion 4). The question for consideration—and it will continue to be vexing un- 
less its very vexatiousness makes it academic—is whether by Section 5 of the Lanham 
Act, immediately following the section dealing with certification marks, Congress 
intended to provide for the licensing of trade-marks. 

Section 5 provides that “where a registered mark or a mark sought to be 
registered is or may be used legitimately by related companies, such use shall inure 
to the benefit of the registrant or applicant for registration.”"** A “related com- 
pany” is defined as “any person who Jegitimately controls or is controlled by the 
registrant or applicant for registration in respect to the nature and quality of the 
goods or services in connection with which the mark is used.”"*” Against its com- 
mon-law background, the provision seems clearly intended to enable a subsidiary 
to take advantage of the use of a trade-mark by its parent, and vice versa,'** although 
it assumes an element of “control” by a parent that would appear to be impossible 
for large corporate complexes like General Motors’’* and United States Steel. In 
fact, in a mammoth industrial empire is it not really quite a large legal fiction to 
assume unity of source of origin? Can one, for example, attribute unitary origin 
to the products of a giant holding company like General Motors, engaged in pro- 
ducing a great number of utterly diverse products through a great number of 
subsidiary corporations and divisions, which announces as its policy the promotion 
of competition in such matters as industrial styling among its various subsidiary 
corporations and otherwise strives to foster a really effective decentralization of 
operations? *1® 

Or look at the situation presented by the program of Botany Mills, Inc., a well- 
known woolen manufacturer. Botany in the Thirties decided to go into the con- 
sumer field, and we now have “Botany Brand” ties, socks, suits, and topcoats. One 
of the five largest men’s clothing firms in the country, and at one time several 
hundred women’s and children’s clothing manufacturers, joined with Botany in 
advertising and marketing their products under a joint label bearing the Botany 
name. What “source of origin” is pointed to in such circumstances? And then, 
when Botany Mills decided that it must, to avoid over-producing for the market, 
cut down its women’s and children’s clothing manufacturers to a mere two dozen, 
was not the competitive effect on the dispossessed manufacturers clear? What per- 


429 Schechter, The Rational Basis of Trademark Protection, 40 Harv. L. Rev. 813 (1927); Isaacs, 
Traffic in Trade Symbols, 44 Harv. L. Rev. 1210 (1931); WALTER DERENBERG, TRADEMARK PROTECTION 
AND UNFAIR TRADE 36-39 (1936); Ralston Purina Co. v. Saniwax Paper Co., 26 F. 2d 941 (W. D. Mich. 
1928). : 

111 60 Stat. 429, 15 U. S. C. §1055 (1946). 

112 60 SraT. 443, 15 U. S. C. §1127 (1946). 

448 Keebler Weyl Baking Co. v. J. S. Ivins’ Son, 7 F. Supp. 211 (E. D. Pa. 1934); Ex parte Steel 
Corp., 24 T. M. Rep. 597 (1934); Vermont Maple Syrup Co. v. Johnson Maple Syrup Co., 272 Fed. 
478 (D. Vt. 1921). ; 

114See Whitman, “You Can License Your Trademark If—” 38 T. M. Rep. 639-640 (1948). 

45 See Perer F. Drucker, Concept OF THE CorPoRATION (1946). 
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haps may not have been so clear was the fact that the legal reliance of the dispossessed 
manufacturers on the Botany trade-mark accelerated their economic dependence on 
Botany Mills.?° 

It is also possible that the provision was intended to give statutory recognition to 
a few lower-court decisions justifying the “licensing” of a trade-mark by the pro- 
ducer of a fabricated material to a purchaser who transforms it into a finished 
product (¢.g., “Fruit of the Loom” cloth into “Fruit of the Loom” shirts)*"? or by the 
seller of a product in bulk to a bottler thereof.’** In many cases, the so-called licensed 
trade-mark was wavering on the brink of genericness.’”® Be it noted that a mere 
purchaser for resale of a trade-marked commodity requires no license in order to 
use the mark. Also that nothing prevents the processor or bottler from informing 
the public as to the trade-mark of the ingredients or composition of his product.’!™ 
These cases hardly justify the notion that the “licensing” of a trade-mark was a well- 
accredited institution at common law. Rather they seem based on the fact that, 
while an ordinary distributor cannot legally or commercially harm an original man- 
ufacturer by reselling the identical product which he bought from the manufacturer, 
a processor or fabricator working on such a product can through lack of skill or 
care injure the reputation of the original manufacturer and even subject him to 
suit.*° In fact, the general impression is that the licensing of a trade-mark, generally 
speaking, is against public policy.1** Now that the Lanham Act provides for certi- 
fication marks, we have, as will be shortly pointed out, an instrumentality that will 
protect the reputation of an original manufacturer from blemish at the hands of the 
unreliable or negligent processor or fabricator. 

The requirements that the use of the trade-mark by a third party and the 
registrant’s control of the trade-mark be legitimate were simply amendments, made 
by the Senate Patent Committee, intended to avoid any use of a trade-mark to pro- 
mote an antitrust restraint.’ Accordingly, it could be urged that use of the same 
mark by.a parent and its subsidiaries, where the parent-subsidiary industrial com- 
plex is a monopoly that should be dissolved, would constitute illegitimate use as 
well as illegitimate control of the mark. Furthermore, as a recent commentator 


116 Newsweek, Nov. 8, 1948, p. 68. 

7B, B. & R. Knight Co. v. W. L. Milner & Co., 283 Fed. 816 (N. D. Ohio 1922); H. Freeman v. 
F. C. Huyck, 7 F. Supp. 971 (N. D. N. Y. 1934). 

118 Coca-Cola Co. v. J. G. Butler & Sons, 229 Fed. 224 (E. D. Ark. 1916); Coca-Cola Co. v. Bennett, 
238 Fed. 513 (C. C. A. 8th 1916); The Coca-Cola Bottling Co. v. The Coca-Cola Co., 269 Fed. 796 
(D. Dela. 1920). : 

11° Nixie-Cola Laboratories v. Coca-Cola Co., 117 F. 2d 352 (C. C. A. 4th 1941), cert. denied, 314 
U. S. 629 (1941). 

3298 See Prestonettes v. Coty, 264 U. S. 359 (1924); Champion Spark Plug Co. v. Sanders, 331 U. S. 
125 (1947). 

120 This seems to have been particularly true of the Coca-Cola cases. 

221 See note 108 supra. This is on the basis that the licensing of trade-marks tends to destroy their 
utility as indication of source of origin. Cf. HANDLER, op. cit. supra note 29, at 212; NIMs, op. cit. supra 
note 109. 

122 See TacGaRT, STATUTORY New ConcEPTS OF TRADEMARK OwNERSHIP 5 (Practising Law Institute 
Lecture Nov. 13, 1947). 
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states, matters which were illegal restraints of trade when they figured in illegal 
patent license agreements would clearly be equally illegal if they accompanied the 
use of trade-marks.!** In fact, the owner of a trade-mark is in a dilemma not 
applicable to a patent holder. The common law and Section 5 of the Lanham Act, 
assuming that they authorize a trade-mark owner to license his mark, would do so 
only on the basis that he control the “nature and quality” of the goods or services 
in connection with which the mark is used. Such quality control inevitably restricts 
the area of competition, and such restriction of the area of competition, if pushed too 
far, can involve or facilitate an illegal restraint of trade.1** And yet failure to con- 
trol those goods may constitute an abandonment forfeiting the mark.1*°> Thus there 
exists doubt as to both the permissibility and the scope of trade-mark licensing. 

The following considerations, though, may serve both to resolve that doubt and to 
give us a socially acceptable interpretation of the Lanham Act. Manufacturers and 
distributors should, as a general rule, develop their own marks, and not use the 
marks of others. The only economic need which compels A to apply to B for the 
use of B’s mark is that B’s mark is generic or descriptive. If, however, the mark 
is generic or descriptive, there is no legal or economic justification for such an appli- 
cation; the mark is theoretically free to all. If, on the other hand, a manufacturer 
desires to convey to the public an assurance of quality or a standard of workman- 
ship, the way to that end is through a certification mark, for which the Act makes 
specific provision. And, as Section 4 of the Act recognizes, certification marks 
should not be licensed by one competitor to another, for a person who tries to make 
or market a competitive article is hardly an unbiased judge of the merits of his 
competitor’s products. In fact, there is considerable likelihood that a manufacturer 
or distributor will either refuse to license his mark to a competitor for an equally 
qualified product, or will require, as a guid pro quo for the license, that his com- 
petitor conform to other commercial standards and practices than those of quality 
or workmanship, i.¢., price and other trade restraints. 

The kind of situation in which the foregoing analysis might have some utility 
is that involved in the recent case of Triangle Publications, Inc. v. Rohrlich)*® In 
that case, Judge Augustus N. Hand sustained the finding of the lower court that 
the publisher of the magazine Seventeen could sue the manufacturer of a girdle 
bearing the same name on a charge of unfair competition. He held that the use 
of the name “Seventeen” to describe apparel would create a belief in the mind of a 
teen-age girl that the apparel was advertised or commented on editorially in the 


123 See HANDLER, OP. cit. supra note 29. 

124 See Whitman, supra note 114, at 640; Judge O'Connell, dissenting, in E. I. du Pont de Nemours 
& Co. v. Celanese Corp. of America, 38 T. M. Rep. 666, 673 (C. C. P. A. 1948). 

125 Everett O. Fisk & Co. v. Fisk Teachers’ Agency, 3 F. 2d 7 (C. C. A. 8th 1924); Circuit Judge 
Major, dissenting, in Purity Cheese Co. v. Frank Ryser Co., 153 F. 2d 88, 90 (C. C. A. 7th 1946); 
Judge O'Connell, dissenting, in E. I. du Pont de Nemours & Co. v. Celanese Corp. of America, supra 
note 124. 

126 167 F. 2d 969 (C. C. A. 2d 1948). See E. I. du Pont de Nemours & Co. v. Celanese Corp. of 
America, supra note 124. 








immediately acquired a secondary meaning. Judge Frank, dissenting, 


was limited to the magazine; that no confusion was likely between the 


concept like “source of sponsorship.”'*7 After all, protecting the snob a 
medium of mass advertising is something radically different from prot 


has attached to certification marks. 


involved issues as “legitimacy” or “restraint of trade.” 
F. Assignment of Marks 


In this day of mergers and consolidations, any easing of the terms and 
under which marks may be assigned becomes of considerable significance 


leading source of authoritative information and advice on the subject of male grooming, arg 


any merchandise bearing the mark was approved or sponsored by Esquire and met the 
dismissal of the petition, pointed out that there was no reason why a publication even as 


to preclude the registration of marks by others in connection with other products. 
Office and the writer are aware that this was a statutory proceeding for cancellation in the 
and not an equitable action for unfair competition in a court.) 


Eq. No. 40-276, entered May 27, 1927. 
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as Esquire should be treated any differently from any other merchandiser; that its trade- 
could be considered only in connection with the trade in which it was engaged, and did not entitle it 
(Both the Patent 
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magazine Seventeen. In short, the magazine was a “source of sponsorship,” and 
its good-will could be damaged if the goods sold by the defendant were inferior 
to the high quality which the public attributed to goods actually advert 
commented on by the magazine. Since the plaintiff prevailed on this point, it was 
not necessary to decide whether the defendant had infringed the registered mark, 
which the district court had found to be arbitrary, fanciful, and one that had almost 


ised in or 


said that 


the name “Seventeen” was descriptive; that any secondary meaning attached to it 


magazine 


and girdles, which are a non-competing article; and that there was no finding that 
the defendant in fact sold goods inferior to those advertised. To this writer it 
seems that trade-mark law has enough trouble on its hands without espousing a new 


ppeal of a 
ecting the 


snobbery of the consumer. If, however, the idea of sponsorship is to gain recogni- 
tion in trade-mark law, it should be in connection with certification marks rather 
than ordinary marks, accompanied by all the safeguards which the Lan 


ham Act 


In an ambiguous and unclear statute, the section on “related companies” is one 
of the most equivocal provisions. Registrants would therefore do well to proceed 
cautiously, because the Patent Office has no facilities for probing such delicate and 


conditions 
e, because 


marks may frequently be a most essential element of the merged business.’** It was 
an accepted cliché of conventional trade-mark law that trade-marks, as indi 
source of origin, had no significance except as appurtenant to a going business, and 
so it was assumed that they could be assigned only in conjunction with a going busi- 


cations of 


*27'The approach taken by the Patent Office in Esquire, Inc. v. Knomark Manufacturing Co., 38 
T. M. Rep. 486 (1948), seems far preferable. Esquire, on the ground that it had established itself as a 


ued that the 


Esquire mark had acquired a secondary meaning and a “celebrity,” and had come to indicate that 


requirements 


set by it for good grooming. On this basis, Esquire entered a petition to cancel a trade-mark registration 
applied for by Knomark for shoe polish. The assistant commissioner, in upholding the examiner’s 


well known 
mark rights 


Patent Office 


128 See Decree of Dissolution and Injunction in United States v. Eastman Kodak Co. (W. D. N. Y., 
Eq. No. A-51, entered Feb. 1, 1921); cf. United States v. National Gum and Mica Co. (S. D. N. Y., 
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ness, and that “naked assignments” or “assignments in gross” were invalid.’*® When, 


therefore, early versions of the Lanham Act provided for the assignability of registered * 


marks “either with or without the good will of the business,”’*° they were attacked 
as undermining the entire basis of trade-marks and destroying public confidence in 
them. Even Section 10 of the Lanham Act, providing that a mark could be trans- 
ferred in connection with the “good will or part of the good will” of a business, 
was attacked as a prelude to the indiscriminate hawking of marks and to the crea- 
tion of a property right in marks unrelated to the protection of the consumer. 
Putting to one side the delicate and frequently impossible surgery involved in 
dividing the good will of a concern into parts,’** the main difficulty with the pro- 
vision is its ambiguity. “Good will” is an accordion term. In some cases, where 
one is dealing with manufacturing enterprises, or businesses the commercial success 
of which is attributable primarily to their location, good will obviously cannot be 
transferred except in connection with the transfer of physical property. Once one 
retreats from that safe ground to the proposition that the transfer of customers’ lists 
and mailing lists are sufficient “good will” to support an assignment of a trade-mark, 
a subtle verbal transference has taken place. We are in effect passing from a 
consideration of the factors which justify good will, and justify consumer reliance 
on the “source of origin,” to purely fortuitous factors that give businessmen in the 
chips a competitive “in.” Let us hope, therefore, that the courts will play the 
accordion of “good will” with restraint. 


G. Defenses to Incontestability and Trade-Mark Infringement 
Proceedings—Use of the Mark to Violate Antitrust Laws 


Until a registered mark has become incontestable, a defendant in an infringement 
proceeding may prove any “legal or equitable defense or defect” available against 
the owner of an unregistered mark. However, once the registration has become 
“incontestable,” the registration is conclusive evidence of the registrant’s exclusive 
right to use the mark in commerce. Section 33(b) of the Lanham Act goes on to 
list seven specific defenses and defects available against an incontestable mark. The 
seventh defense, once more a Senate amendment inserted as a specific antitrust safe- 
guard, has probably been the subject of as much speculation as anything else in the 
statute. ‘ 


12° Macmahan Pharmacal Co. v. Denver Chemical Co., 113 Fed. 468, 474-475 (C. C. A. 8th 1901); 
Bulte v. Igleheart Bros., 137 Fed. 492, 498-499 (C. C. A. 7th 1905); American Broadcasting Co. v. 
Wahl, 121 F. 2d 412, 413 (C. C. A. 2d 1941); Nims, op. cit. supra note 109, at 86. Good will is 
tangible only as an incident, as connected with a going concern or business having a locality or name, 
and is not susceptible of being disposed of independently. Metropolitan National Bank v. St. Louis 
Dispatch Co., 149 U. S. 436 (1893), cited with approval in Mayer Fertilizer and Junk Co. v. Virginia- 
Carolina Chemical Co., 35 App. D. C. 425 (1910). 

480FF, R. 9041, 75th Cong., 3d Sess. (1938); H. R. 4744, 76th Cong., 1st Sess. (1939); H. R. 
6618, 76th Cong., 1st Sess. (1939). 

181 Reputation is an indivisible sort of phenomenon and hard to place on the accounting table. For 
the wrestling of the courts with this problem, see Halliday, Assignments Under the Lanham Act, 38 


T. M. Rep. 970, 973-976 (1948). 
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The seventh defense is “that the mark has been or is being used to violate the 
antitrust laws of the United States.” Senator O’Mahoney was responsible for sub- 
section (7), and he stated, without contradiction from his Senate confreres, that 
violation of the antitrust laws is a defense to a suit by the registrant of the trade- 
mark,’*? That is the view adopted by most commentators.’** However, Congress- 
man Lanham, in explaining the Senate amendment, has stated that the section was 
intended not to provide an affirmative defense but merely to destroy the incontesta- 
bility of a trade-mark and restore registration to its pre-Lanham Act status as prima 
facie evidence of ownership of the mark.'** 

To this author, Senator O’Mahoney’s construction of his own amendment seems 
the only plausible way to read the subsection, both as a matter of policy and of con- 
struction. Even authorities who disagree with the policy of the provision as inter- 
preted by Senator O’Mahoney agree that his is the correct interpretation of the 
statutory language.’*° Basic to the position of those who disagree with this appears 
to be the fear that the comparatively simple enforcement of trade-mark rights may 
bog down into a complex and involved antitrust proceeding, and a feeling that 
trade-marks are rarely the “legal, causal, and efficient instrumentalities” of an anti- 
trust’ restraint.*® Now, “legal, causal, and efficient instrumentality to effect a con- 
tract or agreement or arrangement which violates the antitrust laws” is remarkable 
metaphysical verbiage for.senators to use in purported explanation of the simple 
statutory expression, “used to violate the antitrust laws.” When one considers that 
the senators were only trying to describe the antithesis of a “purely physical or coin- 
cidental” relation of the trade-mark to the illegal trade restraint, the ponderousness 
of this language becomes even queerer. It may safely be surmised that the courts, 
in interpreting Section 33(b)(7), will bear in mind that the other “defenses or 
defects” listed in Section 33(b), such as fraud and abandonment, are obviously de- 
fenses to enforcement of a trade-mark, rather than mere dilution of the evidentiary 
status of registration as proof of ownership, and will give antitrust violation a similar 
legal effect. Furthermore, the doctrine of unclean hands constantly confronts the 
antitrust violator and serves to deprive him of substantive rights, even with respect 
to that generally more highly respected type of industrial property, the patent. 
Finally, even where intention and agreement are basic to an antitrust violation, the 
means used to accomplish or maintain that illegal intention and agreement cannot 
be dismissed as “purely physical or coincidental” but must likewise be dealt with 


182 92 Cone. Rec. 7873 (1946). 
183 HANDLER, Op. cit. supra note 29; WALTER J. DERENBERG, PREPARING FOR THE New TRADEMARK 
Law 14 (Research Institute of America, 1946); Lockhart, Violation of the Anti-trust Laws as a Defense 
in Civil Actions, 31 Minn. L. Rev. 507, 566-568 (1947). Lockhart points out that §33(a) of the Lan- 
ham Act would bring about a similar result, even if §33(b)(7) were not construed in accordance with 
Senator O’Mahoney’s views. 
184 92 Conc. Rec. 7524 (1946); accord, Hoar, op. cit. supra note 84. 
185 See HANDLER, op. cit. supra note 29; DERENBERG, op. cif. supra note 133. 
186 For the language used in the Senate debate on this provision, see 92 Conc. Rec. 7636 (1946). 
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as integral to the offense. The fact that a trade-mark was not historically at the 
inner core of a Sherman Act violation does not mean that Section 33(b)(7) is in- 
applicable to it, if the trade-mark subsequently becomes directly involved in such 
violations. 

Vv 


SuMMaRY 

The trade-mark, kept to its sound common-law function as an indicator of source 
of origin of a product, could, in the general case, probably facilitate competition by 
differentiating the products of competitors. In special circumstances, however, it 
becomes a direct vehicle of monopoly power; and not infrequently, as in the case of 
quasi-fungible commodities where quality competition is minimal, there is doubt 
whether the differentiation accomplished by trade-marks is economically significant 
or even relevant. In fact, critics of the trade-mark institution have urged that its 
functioning on the whole is largely not in the interest of the consumer, thereby 
leaving to it only a limited role as a stimulus to producers and distributors to com- 
pete. ; 

In addition to being the basis for legalizing resale price maintenance, through 
the Miller-Tydings Act and state legislation, trade-marks have facilitated various 
types of illegal restraints of trade. The most heavily documented of these types 
has been the division of territories. However, trade-marks have also been used to 
bring about illegal division of fields, illegal division of markets and invalid dis- 
criminatory price-fixing, pre-emption of markets and uniform price-fixing, quantity 
control, and, in general, the support of domestic monopoly. 

In its original form as it passed the House, the Lanham Act had several features 
discouraging to the proponents of antitrust policy and to those solicitous for the 
welfare of small business: expanded types of marks available for registration, cover- 
ing configuration and contours of packaging; service marks, certification marks, etc.; 
incontestability; concurrent registration; use of marks by related companies; assign- 
ment of marks, etc. Senate amendments relating to certification marks, the use 
of marks by related companies, marks on patented articles, and the availability of 
antitrust violation as a defense to infringement suits have assuaged some of these 
apprehensions. The future impact of the Lanham Act on competition is uncertain, 
but it lies within the framework of what the Patent Office and the courts consider 
to be in the public interest, the restraint which the beneficiaries of the Lanham Act 
exercise in the enjoyment of their new privileges, and the possibilities for freeing 
small business from the uncertainty and trepidation that the Lanham Act has 
created for them. The most articulate and broad-gauged of these influences is the 
courts, because the basic judicial approach to trade-marks is to regard them as vehicles 
of both fair and free competition. The hope of antitrust policy in the future is that 
the courts will pursue their sound doctrines, including the basic one that a trade- 
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mark indicates source of origin, and discard unsound developments in the light of 
contemporary economics and semantics. The courts may bear in mind, for example, 
that trade-mark recognition is not the only method of rewarding advertising invent- 
iveness; copyrights and design patents are better adapted for this purpose in some 
respects. Also, if competition is to be adequately protected, sentimental notions that 
competitors are not entitled to a “free ride” must be carefully scrutinized.’** As Mr. 
Justice Brandeis has remarked, “Sharing in the goodwill of an article unprotected 
by patent or trade-mark is the exercise of a right possessed by all—and in the full 
exercise of which the consuming public is deeply interested.”!** 
ever, that the courts succeed in harnessing the rampant interpretations of the Lan- 
ham Act to the chariot of free competition, it would still be necessary to infuse the 
judicial independence of spirit, which costs judges nothing in cash, into businessmen, 
whom it sometimes costs dear to try out legal theories. 


Assuming, how- 


187 Judge Frank, dissenting, in Triangle Publications v. Rohrlich, 167 F. 2d 969 (C. C. A. 2d 1948); 
National Fruit Products Co. v. Dwinell-Wright Co., 47 F. Supp. 499 (D. Mass. 1943). 
188 Kellogg Co. v. National Biscuit Co., 305 U. S. 111, 122 (1938). 














QUALITY STANDARDS, INFORMATIVE LABELING, 
AND GRADE LABELING AS GUIDES TO 
CONSUMER BUYING 


Cart A. AUERBACH* 


I 


A ProcRaM FOR THE FoRMULATION AND Use oF Qua.ity STANDARDS, 
InFoRMATIVE LaBELING, AND Grape Lasevinc* 


A. Need for a Program 


We justify the American system of producing and distributing goods because 
we believe that it enables us to enjoy more goods, of better quality and at a cheaper 
price, than any other system yet devised, and because under it we, as consumers, by 
the choice we freely make in the market place, determine the kind, amount, quality, 
and price of what is produced. Basic to this justification is the assumption that we 


* A.B. 1935, Long Island University; LL.B. 1938, Harvard University. Associate Professor of Law, 
University of Wisconsin. Associate General Counsel, Office of Economic Stabilization, 1946; General 
Counsel, Office of Price Administration, 1946-1947. 

*T have relied heavily throughout this paper on the work done by Donald E. Montgomery in the 
course of the investigations of the Temporary National Economic Committee when Mr. Montgomery 
was Director, Consumers’ Counsel Division, Department of Agriculture (see Hearings before the Tempo- 
rary National Economic Committee, 76th Cong., 1st Sess. (1939); id. pt. 8, Problems of the Consumer 
(1939); S. P. KampaNovsky AND A.ice L. Epwarps, Consumer STanparps (TNEC Monograph 24, 1941); 
Fina Report OF THE EXECUTIVE SECRETARY TO THE TNEC, 77th Cong., rst Sess. 319-339 (1941); FINAL 
Report AND RECOMMENDATIONS OF THE TNEC, Sen. Doc. No. 35, 77th Cong., 1st Sess. 439-452 (1941)) 
and upon the excellent study by Gragg and Borden, MERcHANDISE TesTING As A GUIDE TO’ CONSUMER 
Buyinc (Business Research Studies No. 22, Harvard Graduate School of Business Administration, 1938). 

This paper was provoked by Professor Ralph S. Brown’s excellent article, Advertising and the Public 
Interest: Legal Protection of Trade Symbols, 57 Yave L. J. 1165 (1948). Professor Brown's proposed 
cure, not his diagnosis, fails to satisfy me because, in my opinion, even the adoption by the courts of his 
suggested approach to the law of trade symbols would not contribute materially to the solution of the 
problems which modern advertising poses for an economic order relying upon competition as a motive 
force. 

Because the trade symbol is the vehicle of both informative and persuasive advertising, protection 
of the former, as Professor Brown recognizes, carries with it protection of the latter. But does this not 
give persuasive advertising all the protection it needs? In the main, the proposals which Professor 
Brown makes reinforce the stand which most courts have already taken in refusing to accept the dilution 
theory as a basis for extending the protection afforded against imitation of trade symbols. But is not 
persuasive advertising flourishing without such additional protection? 

Furthermore, I doubt whether we can look forward to any significant restriction by the courts of 
the protection now afforded against imitation of trade symbols. The principal difficulty in the way of 
such a development is that it cannot be shown that the public will necessarily benefit by a policy of 
restriction. It is true that it is difficult for newcomers to enter many fields of business today because they 
lack the large amounts of money that must be spent on persuasive advertising if they are to compete 
successfully. But since it is by no means clear that new entries under imitated trade symbols will serve 
the public interest, perhaps the courts, after all, are faced only with “private disputes among hucksters” 
in which the originator may have a better claim. Brown, supra, at 1167. Stork Restaurant, ™ v. 
Sahati, 166 F. 2d 348 (C. C. A. 9th 1948), seems to be such a case. 

These doubts should make us look elsewhere for additional aids to the solution of our viii, 
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consumers have alternatives from which to choose, that we know what these alterna- 
tives are, and that our choice is made primarily by consideration of the price and 
quality of the various goods and services offered for sale. Only consumer prefer- 
ence exercised in this manner impels producers competing for the consumer’s dollar 
to produce cheaper, better goods. 

Whatever other arguments are advanced for or against the institution of brand- 
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name advertising as we know it, it seems clear that its primary purpose is not to 
inform the prospective purchaser about the price and quality of the article offered for 
sale. To the extent that advertising creates irrational consumer preferences, it negates 
one of the basic assumptions of our competitive system. Therefore, we must find 
other means of providing commodity information which will help consumers to 
buy more efficiently. 

Much progress has been made in protecting the consumer against false and 
misleading information about the commodities he buys, but not enough has been 
done to require the disclosure of information which will enable the consumer in- 
telligently to compare the products competing for his preference. Especially needed 
is comparative information about quality, without which price loses much of its 
meaning. By quality I mean primarily those characteristics of a product or a 
service which determine its performance and serviceability in meeting the need for 
which it is intended.” 

B. Elements of a Program 


A great amount of merchandise testing and evaluating is now being carried on 
by the Government, individual manufacturers and distributors, trade associations, 
technical and professional societies, and consumer groups. Except for the work 
done by consumer groups, surprisingly little of this effort reaches the consumer in a 
form that permits intelligent product comparison. 

Gragg and Borden inform us that there are six steps in the comparative 
evaluation of the quality of products:* (1) determining how many and what types 


? One of the great difficulties in dealing with this subject matter is the lack of any commonly ac- 
cepted nomenclature. In the main, I shall use the terminology employed by the Office of Price Admin- 
istration for purposes of its work in this field. See OPA Administrative Order No. 49, September 3, 
1942, National Archives. The consumer is also interested in the inherent physical and chemical 
properties of a commodity, which may be considered part of its “‘quality”—e.g., is a commodity made 
of silk or rayon, butter or oleomargarine? See Gracc aNnp BorbEN, op. cit. supra note 1, at 11. More 
information is presently available to the consumer about the physical and chemical properties of a com- 
modity than about its serviceability. 

* As of October, 1940, there were forty-six federal agencies concerned with the formulation and use 
of quality standards, most important of which were the Department of Agriculture, the National Bureau 
of Standards, and the Federal Trade Commission (Trade Practice Conferences). Some of the principal 
technical and professional societies doing standards work are the American Standards Association, the 
American Society for Testing Materials, the American Home Economics Association, the Society of 
Automotive Engineers, the American Institute of Electrical Engineers, and the Illuminating Engineering 
Society. Consumers’ Union and Consumers’ Research are the principal consumers’ organizations testing 
and rating commodities. The activities of these private and governmental agencies are fully described in 
KaripaNovsky aND Epwarps, op. cit. supra note 1. For results of the FTC Trade Practice Conferences, 
see FTC Trape Practice Ruves, SEPTEMBER I, 1935 to JUNE 30, 1945 (1946). 

*Gracc AND BorDEN, op. cif. supra note 1, at 9. 
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of products should be grouped together for the purpose of comparative evaluation; 
(2) deciding upon the criteria to use for judging worth; (3) defining the criteria in 
terms susceptible of measurement;° (4) deciding how many and which units are 
to be examined; (5) making the measurements and classifying the units;° and (6) 
translating the findings into forms usable by the consumer. 


1. Government Encouragement and Coordination of Technical Research 


Without sound technical research, meaningful and usable quality standards can- 
not be formulated. The present difficulty with technical research in this field is 
that the various organizations conducting it operate independently of each other 
and quite naturally do not produce uniform results. Unless there is uniformity, the 
results are of no help to the consumer trying to compare the worth of different com- 
modities. Uniformity cannot be hoped for “unless criteria, sampling and test pro- 
cedures are agreed upon in detail and unless the individuals making the tests are 
given common training and instruction.”” Only a government agency (it might 
be a committee of all the interested government agencies, a separate Standards Board 
or the National Bureau of Standards) will be able to provide the necessary encour- 
agement and coordination of technical research. This agency might be authorized 
to issue certificates to those testing laboratories which agreed to use the uniform 
criteria and procedures which it specified. This certificate would not be a condition 
of doing business, but laboratories which obtained it might be permitted to use it in 
the conduct of their business. 


2. Promulgation of Quality Standards by the Government in Forms Usable by the 
Consumer 

Many devices are currently employed to translate the technical findings of the 
research laboratories into forms usable by the consumer. 

a. Informative labeling. The informative label is a marking or statement on 
the commodity itself, or, most often, on a label or tag attached to the commodity or 
its container, which passes on to the consumer test data about its quality, leaving 
consumers to draw their own conclusions as to the values to assign to the com- 
modity.® Labels or tags which carry instructions as to the effective use and care of 


* These terms will be referred to as specifications. By “specification” is meant the description in 
measurable terms of one or more construction, content, or performance characteristics of a product. A 
specification may define or set forth two or more levels of quality, thereby defining grades or series of 
the same product. 

The term “standard” is often used interchangeably with “specification.” It refers more broadly to 
any uniform measure of quality established by law or by general usage and consent. A standard may be 
expressed in the form of uniform specifications or methods of test or even in a simple definition of one 
important characteristic of the product. . 

* By “classification” is meant the listing of similar or related products into classes, groups, or grades 
for the purpose of defining or making clear the differences between the classes, groups, or grades. I 
have somewhat modified the Gragg and Borden presentation in order to use “classification” in this limited 
sense. 

™GRraGG AND BorDEN, op. cit. supra note 1, at 17. 

® Id. at 18. Thus, for example, one large department store gives the following information regarding 
its muslin sheets and pillow-cases: “These sheets and pillow-cases are made from a good quality of cotton. 
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the commodity are also included within the term “informative label.”® 

For many reasons, informative labeling at present is inadequate as a guide to 
intelligent consumer buying. Producers and distributors follow no uniform prac- 
tice regarding the amount of available information the label should carry or the 
terminology it should use. This makes it impossible for the consumer to compare 
the worth of similar products marketed by different sellers. Furthermore, in most 
cases only a technician will understand the information that is given. The ordinary 
consumer, and that includes most of us, will not comprehend the label, even if, as 
is also unlikely, it is read carefully. 

b. Grade labeling. A “grade label” is a marking on the commodity itself, or on 
a tag or label attached to the commodity or its container, of a phrase or symbol 
which implies a qualitative judgment of relative inferiority or superiority in a grad- 
uated scale. Thus, for example, a large food chain presently grades certain canned 
goods which it sells under its brand name, “Grade A,” “Grade B,” or “Grade C.” 
Information explaining the differences between the grades may accompany the 
grade notation or the notation may stand alone. 

To the consumer, grade labeling is much more helpful than informative labeling 
because the grade notation in and of itself represents a qualitative judgment by 
which purchase may be guided. At present the difficulty is that it reflects the judg- 
ment of the producer or distributor himself. The consumer is safely guided by 
the grade notation in selecting among the products sold by the same seller, but no 
basis is afforded for comparison with the products sold by others. 

c. Certifications of quality. Many products bear notations certifying that they 
meet certain standards of quality specified by the certifying organization. The value 
of these certifications to the consumer depends upon the reliability of the certifying 
organization. This type of certification can be and has been subject to abuse.’° 
In any event, it too, affords no basis for comparative product evaluation. 

To enable the consumer to compare competing products, informative and grade 
labeling and certifications of quality must be based on commonly accepted quality 
standards that reflect the uniform results of agreed methods of technical research. 
In addition, informative labeling requires agreement on the amount of information 
that will be furnished and on the terminology that will be used. These objectives 
cannot be achieved without government action. Since the conveying of understand- 





They conform to the following specifications: Construction of cloth-warp 68; filling 72; equals: 140 
threads to the square inch. Breaking strength—Not less than 70 pounds in the warp and filling direction. 
Shrinkage—Warp not more than 5 per cent—filling not more than 24% per cent. Weight—Not less 
than 4.6 ounces per square yard. They also meet our specifications for precision of size and quality of 
workmanship.” 

° For example, the same department store conveys the following information on a tag: “Aftention. 
Cotton stockings are less elastic than silk. They must be laundered with special care. Use mild soap 
and water. Shape gently and hang to dry. Never hang them in hot sun or over a radiator. Do not 
iron... it weakens the fibers.” These informative labels are sometimes referred to as “caution tags.” 

10 See §14(d)(4) of the Lanham Act, 60 Star. 433, 15 U. S. C. §1064(d)(4) (1946), which is 
intended to remedy some of these abuses. 
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able information about the comparative worth of commodities requires a balancing 
of the interests of producers, distributors, and consumers, it is primarily a regulatory, 
not a technical, problem. It is suggested, therefore, that this part of the program be 
entrusted to the Federal Trade Commission, which now deals with this type of 
problem at its Trade Practice Conferences. The Federal Trade Commission, too, is 
the logical agency to enforce any parts of the program which are made legally 
enforceable. 

d. Voluntary and mandatory aspects of suggested program. It is not part of the 
suggested program to prohibit a manufacturer from producing or selling any kind 
of product.* It is proposed, in the interest of the consumer and the competitive 
system, that the Government assume responsibility for seeing to it that to the extent 
possible comparative evaluations are made of the quality of the commodities that 
are actually produced and the results made known to consumers so that they can 
be guided thereby. 

It is not suggested that the Government proceed immediately by law to impose 
mandatory labeling in accordance with government-promulgated quality standards 
on all goods and services offered for sale. That would be foolish. It is contemplated 
that if the responsible government agency concludes that adequate technical research 
has been done to permit intelligent formulation of quality standards for a particular 
product, it should, with the cooperation of all parties concerned, formulate the 
standards and promulgate them as official government standards. Furthermore, the 
Government should announce the kind of informative or grade labeling that will 
most appropriately tell the consumer about the official standards. Use of the stand- 
ards and labeling should be voluntary, but sellers who employ them should be per- 
mitted to tell prospective buyers that they are doing so. In return, these sellers should 
be held accountable for the accuracy with which their product is graded and labeled. 
Inaccuracy might be designated an unfair competitive practice against which the 
Federal Trade Commission, or a competitor, could proceed. In some cases, only min- 
imum specifications of quality might be formulated for a product and a govern- 
ment certification offered to all sellers meeting them. In other cases, quality grades 
might be feasible, accompanied by informative or even grade labeling. Mandatory 
government standards accompanied by government-approved methods of labeling 
should come only after a reasonable trial period of successful voluntary use. 

I do not wish to rest my case on each and every one of these more detailed sug- 
gestions. There may be other and better ways of effectuating the main purpose, 
which is to give consumers as much factual, rational guidance in buying as is 
possible. At this point, I wish to say only that if the Government accepts responsi- 
bility for the program, considering the technical resources already available and the 


*1 Failure to distinguish between the formulation and use of quality standards and a simplification 
program is responsible for much confusion. Simplification seeks to concentrate production upon the 
most essential types, sizes, grades, colors, and packagings of products, and upon the more essential and 
serviceable features of the product itself. Simplification was a wartime measure necessary to conserve 


labor and materials. 
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wartime experience of the Office of Price Administration, consumers can be given 
much more helpful guidance than is now supposed. 


II 


OPA ExperiENcE WITH THE FoRMULATION AND Use oF Qua.iry STANDARDS, 
INFORMATIVE LABELING, AND GRADE LABELING 


There has been considerable consumer agitation for a program similar to that 
suggested.’* This section will relate only the OPA experience. In dealing with this 
historical material, I am mindful of what Morris R. Cohen once said: 

As a rule it will be found that the historical introduction is very much like the 


chaplain’s prayer which opens a legislative session or political convention; very little of 
the subsequent proceedings are decided by reference to it.18 


I feel some necessity, therefore, to justify the historical account that follows. . 

The OPA experience is presented mainly in order to give others interested in 
the general problem easier access to the valuable materials in the OPA files, now 
reposing in the National Archives. Moreover, OPA contributed to the advance of 
knowledge in this field. In those areas of business in which buyers and sellers, even 
prior to OPA, were accustomed to use quality standards in buying and selling, OPA 
sharpened and refined the terminology employed. In many areas, OPA for the first 
time described commodities in terms of quality standards or specifications. The 
OPA experience will be helpful, too, in determining how many and what types of 
commodities ought to be grouped together for the purpose of comparative evaluation. 
OPA’s work will be valuable, also, to those interested in translating quality varia- 
tions into appropriate price differentials. And finally, wartime price control pro- 
vided another interesting arena for the continuing debate between the proponents 
and opponents of the use of official quality standards and labeling. 


A. Wartime Concern with the Formulation and Use of Quality Standards, 
Informative Labeling, and Grade Labeling 


OPA did not make use of quality standards, informative labeling, and grade 
labeling because it thought these measures desirable in themselves, but because they 
were found necessary to effective price control. In the first place, it was recognized 
that the true price of a commodity would increase not only if its dollar price was 
raised but also if its quality was deteriorated, the dollar price remaining the same.™* 


12 For notes on history prior to OPA, see INTERIM REPORT OF THE SPECIAL SUBCOMMITTEE ON INVESTI- 
GATION OF RESTRICTIONS ON BRAND NAMES AND NEWSPRINT OF THE COMMITTEE ON INTERSTATE AND 
Foreicn Commerce, H. R. Rep. No. 808, 78th Cong., 1st Sess. 33 (1943). This report will hereafter 
be referred to as the BorEN CoMMITTEE Report; S. C. OpPENHEIM, Cases ON UNFAIR COMPETITION 447- 
450, particularly 450-451 n. 162 (1948); TNEC materials, supra note 1. 

18 Morris R. CoHEN, REASON AND NATURE 370 (1932). 

14'The importance of effective quality control was underscored by the fact that the Bureau of Labor 
Statistics’ cost of living index did not completely reflect the hidden price inflation resulting from 
quality deterioration. AN APPRAISAL OF THE UniTeD SraTes Bureau oF Lazor Statistics Cosr oF Livine 
InDEX By A SPECIAL COMMITTEE OF THE AMERICAN STATISTICAL AssocIATION 9 (1943). Responsibility to 
the people required that this hidden inflation be combated. 
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Secondly, it was found that the fixing of uniform dollar-and-cents maximum prices 
for the particular commodity was the most effective of all the pricing techniques, 
because it was most easily understood by sellers and buyers and easiest of enforce- 
ment.’> This technique required a careful description of the commodity to which 
the dollar-and-cents price was intended to apply.® The use of standards and speci- 
fications, accompanied by informative or grade labeling, helped to accomplish both 
these objectives.’ As Price Administrator Prentiss M. Brown explained: 


Where Office of Price Administration uses minimum standards, it uses them to describe 
and classify the commodities for which maximum prices are established. The Office of 
Price Administration order then provides that a particular article must meet the minimum 
specifications if it is to command the particular ceiling price. Office of Price Administra- 
tion regulations do not prohibit a manufacturer from producing an article which does not 
meet these minimum specifications. But the manufacturer would be required to sell the 
article at a lower price. Neither do Office of Price Administration regulations prevent 
a manufacturer from making an article of better quality than the standards describe. 
Standards are thus used by Office of Price Administration with two purposes, both of 
which are essential for effective price control. One purpose is the adequate description 
of the article for which a ceiling price is established. This is necessary to avoid confusion 
among buyers and sellers as well as to create a sound basis for compliance and for en- 
forcement. Many commodities are customarily bought and sold on minimum standards 
or specifications. The other purpose is to protect consumers against deterioration of 
quality or serviceability, without corresponding price reduction, which is plainly a 
disguised form of price inflation.1® 


Quality deterioration was also a rationing problem. A rationing coupon prom- 
ised more than a given quantity of goods. Impliedly, it promised that the goods 
obtained with it would be able to satisfy certain needs for a certain length of time. 
To keep this promise, however, required the exercise of powers which only the War 
Production Board, and not OPA, had, for it required that goods (shoes, for 
example) of a certain minimum quality actually be produced and not merely that 
a shoe of inferior quality take a lower maximum price. 

The interest of the war production agencies in the effort to combat quality de- 
terioration was likewise real, for the production of shoddy commodities wasted 
labor and materials and made it more difficult to assure an adequate civilian supply 
of goods in the face of increasing employment of resources for war purposes. On the 


*5 For a discussion of the various pricing techniques used by OPA, see PRosLeMs IN Price ConTROL: 
Pricinc Tecuniques (Historical Reports on War Administration: Office of Price Administration, Gen- 
eral Publication No. 8, 1947); STANDARDIZATION AND SIMPLIFICATION, MANUAL OF Price ConTROL 265-279 
(1943). 

16 “Without such standards, the Administrator would have been forced either to adopt a complicated 
formula or “freeze” type regulation for each commodity in an attempt to make ceiling prices reflect 
customary grade differences or, instead, to ignore such differences and set some average price for the 
commodity which would have been too high for some low-grade articles and too low for those of superior 
quality.” Orrice oF Price ADMINISTRATION, SEVENTH QUARTERLY REPORT FOR THE PERIOD ENDED 
SEPTEMBER 30, 1943 21 (1944). 

*7 This objective was also sought to be accomplished in regulations which did not use uniform 
dollar-and-cents maximum prices. For examples, see Appendix A. 

18 89 Conc. Rec. 6811 (1943). 
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other hand, the war production agencies had an interest in seeing to it that OPA 
did not insist too rigidly that the consumer continue to get precisely the same quality 
commodity for the maximum price, lest the elimination of “frills” and the substi- 
tution of more plentiful for less plentiful materials be discouraged. What was re- 
quired was a program that would discourage continued production of nonessential 
features of a commodity at the same time that essential quality features were rigidly 
maintained. 
B. Wartime Organization for Effectuating Program 

The administrative organization evolved during the war for the work on 
quality standards and simplification split responsibility for the two different, yet 
related, objectives of the program—effective price control and increased production. 
At the very beginning of the war effort, the achievement of these objectives was en- 
trusted to the Consumer Division of the Advisory Commission to the Council of 
National Defense.” When the Office of Price Administration and Civilian Supply 
was established on April 11, 1941,°° it combined the functions of the Price Stabiliza- 
tion and Consumer Divisions of the Advisory Commission and was expressly direct- 
ed to “formulate programs designed to assure adequate standards for, and the most 
effective use of, consumer goods. . . .”" The Office of Production Management, 
established January 7, 1941," was entrusted with the task of increasing production 
for the national defense. This division of responsibility proved to be unsatisfactory 
because both agencies had production authority over the same industries, though for 
different purposes; and so the civilian supply functions of OPACS were trans- 
ferred to OPM." Thereby responsibility for the production and price-control 
objectives of the quality standards and simplification program was divided. The 
Office of Price Administration succeeded OPACS, but was invested with price- 
control authority only.2> This division of responsibility was continued with the 
enactment of the Emergency Price Control Act of 194278 and the creation of the 


War Production Board.” 


2° The Council of National Defense was composed of the Secretaries of War, Navy, Agriculture, Com- 
merce, and Labor, and was appointed by the President pursuant to the Act of August 29, 1916, 39 Srar. 
649. Under authority of this Act, the President, on May 29, 1940, appointed the Advisory Commission 
to the Council of National Defense, consisting of seven commissioners, heading Transportation, Agricul- 
ture, Consumer, Price Stabilization, Labor, Industrial Production and Industrial Materials Divisions, 5 
F. R. 2114, 2381 (1940). The Office for Emergency Management, directed by one of the administrative 
assistants to the President, maintained liaison between the President and the Council and its Advisory 
Commission. Administrative Order, May 25, 1940, 5 F. R. 2109 (1940). The Office for Emergency 
Management, in turn, was part of the Executive Office of the President, established Sept. 11, 1939, by 
Exec. Order No. 8248, 4 F. R. 3864 (1939). 

2° Exec. Order No. 8734, 6 F. R. 1917 (1941). OPACS continued to be part of the OEM. 

1 Id. §2(g). 

22 Exec. Order No. 8629, 6 F. R. 191 (1941). OPM, too, was part of OEM. 

23 For a discussion of this problem, see THE Rote oF THE OFFICE OF CIVILIAN REQUIREMENTS I-33 
(Historical Reports on War Administration: War Production Board. Special Study No. 20, 1946). 

** Exec, Order No. 8875, 6 F. R. 4483 (1941). °5 Thid. 

26 56 Stat. 23 (1942), as amended, 50 U. S. C. App. §§ 901-946 (1946). 

27 Exec. Order No. 9024, 7 F. R. 329 (1942). See also Exec. Order No. 9040, 7 F. R. 527 (1942), 
defining additional duties and functions of the WPB, and Exec. Order No. 9125, 7 F. R. 2719 (1942) 
defining additional functions, duties, and powers of the WPB and the OPA. 
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Eventually, the Office of Economic Stabilization*® and the Office of War Mobili- 
zation and Reconversion” were given the task of coordinating the activities of OPA 
and WPB. But this came late in the day and both these offices were, in the main, 
ineffective in this field. This resulted, in my opinion, in the failure adequately to 
achieve either of the objectives of a wartime program of simplification and quality 
standards.” . 

The task of formulating quality standards for consumer goods for use in OPA 
regulations was first entrusted to a Standards Branch within the Consumer Division 
of the General Services Department, which was headed by a Deputy Administrator 
of the OPA.*? On September 3, 1942, this branch was established as a Standards 
Division under the supervision of the Deputy Administrator in charge of general 
services.** The Standards Division, headed by a director, was composed of three 
branches: a Consumer Commodity Branch, an Industrial Commodity Branch, and 
a Testing Branch. This division was assigned the job of helping to achieve both 
the price-control and production objectives of the standardization and simplification 
program. It had no authority, however, to act on its own. So far as the production 
objective was concerned, it could only make recommendations to the WPB. As 
for the price-control objective, it was in a better position. Though it was not 
authorized to prepare any standards or labeling orders for official promulgation, and 
could only make recommendations to the operating divisions of OPA, it was not an 
“outside” agency. It could always appeal over the heads of the operating divisions 
to the Administrator of the OPA, and this right was recognized.** 

On September 27, 1943, the Standards Division was transferred to the Price De- 
partment, headed by the Deputy Administrator for Price.** Its functions and duties 
remained the same. Some time in 1944, the Standards Division itself was abolished, 
but a standards officer was retained on the staff of the Deputy Administrator for 
Price.*® 

As of May 10, 1943, when the activity of the Standards Division was at its 
height, the division had a total of sixty-three employees, including clerical and 


*8 Stabilization Act of 1942, 56 Srat. 765 (1942), 50 U. S. C. App. §§961-971 (1946); Exec. Order 
No. 9250, 8 F. R. 7871 (1942). 

2° War Mobilization and Reconversion Act of 1944, 58 Strat. 785 (1944), 50 U. S. C. App. §1651 
(1946). 

°° For a full discussion of this problem, see ProsLems 1N Price ControL: CHANGING PropUCTION 
Patrerns 1-104 (Historical Reports on War Administration: Office of Price Administration, General 


Publication No. 9 1947). 
*1 OrFice oF Price ADMINISTRATION, First QuaRTERLY RePorT FOR THE PERIop ENDED APRIL 30, 


1942 70 (1942). 

*2QPA Administrative Order No. 49, National Archives. For major provisions of this order, see 
Appendix B. 

8® OPA Operating Order No. 4, September 3, 1942, National Archives. 

*OPA Administrative Order No. 67 (revised), National Archives. For a general discussion of the 
organization of the OPA Price Department and its relation to the other operating departments of OPA, 
sec PropLEMs IN Price ConTRoL: NATIONAL OFFICE ORGANIZATION AND MANAGEMENT (Historical Reports 
on War Administration: Office of Price Administration, General Publication No. 12 1947). 


85 Id. at 53. 























, 


Qua.ity Stanparps, INFoRMATIVE LaBELING AND Grape LaBELING 371 


stenographic help.*® After it was abolished, only the standards officer and one 
assistant spent full time on standards work. But the number of employees in the 
Standards Division does not represent all the manpower devoted to this task, be- 
cause the operating personnel in the Price Department were also concerned with 
the problem. 

C. Basis of OPA’s Authority to Effectuate Program 

OPA’s authority to tie quality standards to the ceiling prices established for a 
commodity and to require informative and grade labeling was based on Sections 
2(a), 2(c), 2(d) and 2(g) of the Emergency Price Control Act of 1942. Section 
2(a) contained the basic grant of authority to establish maximum prices to prevent 
inflation. Section 2(c) authorized the Administrator to make such classifications 
and differentiations in a regulation as in his judgment were necessary or proper in 
order to effectuate the purposes of the Act. Section 2(d) authorized the Adminis- 
trator “to regulaté or prohibit speculative or manipulative practices (including 
practices relating to changes in form or quality) . . . in connection with any com- 
modity . . .” which in his judgment were equivalent to or likely to result in price 
increases inconsistent with the purposes of the Act. Section 2(g) authorized the 
Administrator to make such provisions in his regulations as he deemed necessary to 
prevent their circumvention or evasion. 

The principal limitations on the Price Administrator's powers in this field were 
contained in Sections 2(h) and 2(j) of the Act. Section 2(h), as amended, pro- 
hibited the Administrator from using his powers “to compel changes in the business 
practices, cost practices or methods, or means or aids to distribution, established in 
any industry . . . except where such action is affirmatively found by the Admin- 
istrator to be necessary to prevent circumvention or evasion” of the regulation. 
Section 2(j), the so-called Taft Amendment, was the most important provision in 
the Act for our present purposes and will be considered in some greater detail.*” 


D. Legislative History of Section 2(j) (the Taft Amendment) 
of the Price Control Act 
Congressional attention was first directed to OPA’s activities in formulating 
quality standards for consumer goods and requiring informative and grade labeling 
by businessmen complaining of specific regulations which affected them. On Febru- 
ary 3, 1943, Congressman Halleck of Indiana introduced H. R. 98,** to direct the 
Committee on Interstate and Foreign Commerce to conduct an investigation to 


determine: 


3° Hearings before the Subcommittee of the House Committee om Appropriations on the National 
War Agencies Appropriation Bill for 1944, 78th Cong., 1st Sess. pt 2, 148 (1943). 

87In Thomas Paper Stock Co. v. Porter, 328 U. S. 50 (1946), the Supreme Court took the view that 
Section 2(j) was, in effect, merely a particularization of the limitations already imposed by Section 2(h). 
For cases applying Section 2(h) in other situations, sce Philadelphia Coke Co. v. Bowles, 139 F. 2d 
349 (E. C. A. 1943), and Seaboard Oil Co. v. Bowles, 149 F. 2d 661 (E. C. A. 1945). 

38 89 Conc. Rec. 565 (1943). 
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(1) Whether the War Production Board, the Office of Price Administration, or any 
other agency or officer in the executive branch of the Government, has formulated or is 
formulating plans with a view to putting into effect (a) requirements with respect to 
Federal grade labeling of articles or commodities, and the discarding of private brand 
names of articles or commodities; or (b) any other requirements intended to bring about 
simplification and standardization of production, marketing, and distribution of articles 
or commodities, as well as concentration of industry or production; and 

(2) Whether, and to what extent, the formulation and carrying out of such plans are 
necessary in connection with the war effort; and 

(3) The extent to which any such plans may represent an attempt to change our 
domestic economy along lines not authorized by Congress.*® 


The Rules Committee reported this resolution with an amendment not pertinent 
to our present inquiry.*° The resolution as amended was agreed to.** 

The Committee on Interstate and Foreign Commerce appointed a subcommittee 
headed by Congressman Lyle H. Boren of Oklahoma to conduct the investigation 
called for by H. R. 98. The Boren Committee, as it soon came to be called, met 
frequently during May and June of 1943.*” It concentrated its attention on a pro- 
posed OPA regulation for knitted underwear which was never issued, the OPA 
women’s rayon hosiery regulation,** which was the center of controversy, and the 
OPA regulation on canned goods.** Spokesmen for the Underwear Institute, the 
National Association of Hosiery Manufacturers, the National Retail Dry Goods 
Association, the Grocery Manufacturers of America, the National-American Whole- 
sale Grocers Association, the National Canners’ Association, and the Association of 
National Advertisers informed the committee that their organizations strongly op- 
posed what the OPA had done or was proposing to do in these regulations. There 
was little public support for the OPA program from business quarters. 

The Boren Committee did not formally report to Congress until October 27, 
1943,*° by which time the Taft Amendment had become law. Nevertheless, the 


8° Td. at 551. 

“oH. R. Rep. No. 301, 78th Cong., 1st Sess. (1943). The amendment broadened the inquiry to 
include an investigation to determine whether “requirements [were being imposed] which would have 
the effect of curtailing the production or consumption of newsprint or book papers used in the printing 
of newspapers, magazines, or such other publications as are admitted to second-class mailing privileges.” 

*. 89 Conc. Rec. 3258 (1943). For the debate on the resolution, see 89 Conc. Rec. 3245-3258 
(1943). 

“2 Hearings before a Subcommittee of the Committee on Interstate and Foreign Commerce, Pursuant 
to H. R. Res. 98, 78th Cong., rst Sess. pts. 1 and 2 (1943). These hearings will be referred to as the 
Boren Committee Hearings. See also Hearings before the Subcommittee on Complaints of the Senate 
Special Committee to Study and Survey Problems of Small Business Enterprises, 78th Cong., 1st Sess. 
pt. 22 (1943), which are also concerned with this problem. 

“® Maximum Price Regulation 339 (Women’s Rayon Hosiery) originally issued March 8, 1943, 
effective May 15, 1943, 8 F. R. 2930, 3215, 4922, 6049, 9521, and 9839 (1943). See Revised’ Maximum 
Price Regulation 339, issued and effective August 23, 1943, 8 F. R. 11741 (1943), and Second Revised 
Maximum Price Regulation 339, issued and effective January 4, 1944. 9 F. R. 207 (1944). The com- 
mittee also considered MPR 208 (Staple Work Clothing), 7 F. R. 6649, 8940, 8948, and 10015, 8 F. R. 
4887, and RMPR 304 (Specified Utility Shirts), issued September 4, 1943, 8 F. R. 1063 (1943). 

“* MPR 306 (Certain Packaged Food Products), issued and effective January 22, 1943, 8 F. R. 1114, 
6617, 10986 (1943). 


*® BorEN CoMMITTEE REPORT, op. cit. supra note 12. 




















Quatiry Sranparps, INFORMATIVE LABELING AND GRADE LABELING 373 


Committee’s work was primarily responsible for that amendment as well as for the 
interim action taken by Congress. 

The first blow aimed by Congress at the OPA program was the provision, con- 
tained in the Appropriation Act for OPA for the fiscal ve>r ending June 30, 1944,*° 
that “.. . no part of this appropriation shall be used for .:. ,.somulgation or enforce- 
ment of orders requiring grade labeling or standardization of food products, wearing 
apparel or other processed or manufactured commodities or articles.” It is a fair 
inference from the debates on the floor of the House and Senate that the precise 
effect of this proviso was not understood in either house. 

Nevertheless its language of prohibition was sweeping, and Price Administrator 
Prentiss M. Brown turned for assistance to his former colleagues on the Senate 
Banking and Currency Committee. The committee was then considering House 
Joint Resolution 147, to extend the life of the Commodity Credit Corporation, which 
had already passed the House.*’ It responded to the pleas of the Price Administrator, 
and in reporting H. J. Res. 147 to the Senate** it added provisions repealing the 
proviso in the appropriation bill and substituting the Price Administrator’s proposal.*® 
The committee explained that the Price Administrator “fears that the [appropriation 
bill] proviso will nullify his price-fixing system as to many commodities where the 
pricing is based on certain specifications and standards,” and that the committee 
proposal would authorize the Administrator to require standardization when “no 
practicable alternative exists for securing effective price control with respect to such 
commodity.”*° Senator Taft offered a floor amendment™ to the committee proposal, 


“° 5% SraT. 522, 526. This proviso was offered as an amendment from the floor to the appropriation 
bill, H. R. 2968, by Congressman Andresen of Minnesota. 89 Conc. Rec. 6127 (1943). It passed the 
House on June 18, 1943, 89 Conc. Rec. 6127 (1943). The Senate Committee on Appropriations recom- 
mended deletion of this amendment. Sen. Rep. No. 367, 78th Cong., 1st Sess. 2 (1943). But the Senate 
rejected this recommendation. 89 Conc. Rec. 6811-6812 (1943). And so the proviso remained in 
the bill as it passed the Senate. 89 Conc. Rec. 6839 (1943). The Conference Committee, then, did not 
deal with it. Conference Rep. 662, 89 Conc. Rec. 7135 (1943). For further explanation in ‘the House 
of the Andresen amendment, see 89 Conc. Rec. 7140, 7141 (1943). The appropriation bill became law 
July 12, 1943. 

“7 89 Conc. Rec. 7065 (1943). 

“8 Sen. Rep. No. 387, 78th Cong., rst Sess. (1943). The Report was submitted by Senator Wagner 
on behalf of himself and Senator Taft. Although the appropriation bill had not yet become law when 
the Senate Banking and Currency Committee reported on July 3, 1943 (89 Conc. Rec. 7117), both the 
Senate and the House had already passed the Andresen rider to the appropriation bill and it was known 
that it would eventually become law. The committee did not have time to hold hearings on the Price 
Administrator’s proposal. 

“° The Price Administrator’s proposal was for a new Section 2(j) to the Price Control Act which 
would have provided that nothing in the Act should be construed: 

“(1) as authorizing the elimination of trade and brand names; (2) as authorizing the Administrator 
to require the grade labeling of any commodity; or (3) as authorizing the Administrator to standardize 
any commodity, unless the Administrator shall determine, with respect to such standardization, that no 
practicable alternative exists for securing effective price control with respect to such commodity; but no 
order of the Administrator shall be deemed to require standardization because it fixes maximum prices 
for different kinds, classes, or types of a commodity which are described in terms of specifications or 
standards, if such specifications or standards were, prior to such order, in substantial use in the trade or 
industry affected, or have been established by another Government agency.” 89 Cone. Rec. 7251 (1943). 

5° Sen. Rep. No. 387, supra note 48, at 213. The committee went on to say that “it is also made 
clear that there is no objection to basing a price system on the classification of commodities if such classi- 
fication was in substantial use in the trade or industry affected, or has been established by some other 
Government agency.” 

51 89 Conc. Rec. 7251 (1943). 
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which ultimately became Section 2(j) of the Price Control Act.°* The Taft Amend- 
ment provided that nothing in that Act should be construed: 


(1) as authorizing the elimination or any restriction of the use of trade and brand 
names; (2) as authorizing the Administrator to require the grade labeling of any com- 
modity; (3) as authorizing the Administrator to standardize any commodity, unless 
the Administrator shall determine, with respect to such standardization, that no prac- 
ticable alternative exists for securing effective price control with respect to such com- 
modity; or (4) as authorizing any order of the Administrator fixing maximum prices 
for different kinds, classes, or types of a commodity which are described in terms of 
specifications or standards, unless such specifications or standards were, prior to such 
order, in general use in the trade or industry affected, or have previously been promulgated 
and their use lawfully required by another Government agency. 


Senator Taft explained that “the amendment as I now offer it is only slightly differ- 
ent from the committee amendment. The Price Administrator regards it as a dis- 
tinct improvement for his purposes over the language of the appropriation bill, and 
it meets with the agreement of all the trades which have been directly interested.”** 


E. Effect of the Taft Amendment 


Immediately after the enactment of the Taft Amendment, each operating branch 
of OPA’s Price Department was directed to review every regulation in its field to 
determine whether it met the requirements of that amendment. To guide review, an 
official statement, Price Policy Statement No. 4, was issued, interpreting the new 
Section 2(j).°* This statement was based on a memorandum written by Henry 
M. Hart, Jr., then Associate General Counsel of the OPA, which carefully analyzed 
the legislative history of Section 2(j).° 

With regard to the first clause of Section 2(j), Mr. Hart explained that “no 
OPA regulation has ever sought to eliminate or restrict the use of established trade 
or brand names. Provisions designed to regulate the evasive practice of changing 
brand names in order to take advantage of looser pricing methods applicable to new 
commodities, have, however, been under consideration. The Taft amendment will 
make it impossible to forbid such evasive changing of brand names.” 

With regard to the second clause, Mr. Hart distinguished grade labeling, pro- 
hibited by the Taft Amendment, and descriptive (informative) labeling, which 
remained permissible, and formulated the definition of grade labeling used in this 
paper."® 

52.56 SraT. 24 (1942), as amended, 60 Strat. 670, 50 U. S. C. App. § 902(j) (1946). 

53 89 Conc. Rec. 7251 (1943). The purpose of Taft’s modification of the committee amendment 
seems to have been to prevent the claim that pricing by reference to types of standards, other than those 
specified in clause 4, would not be “standardizing” and hence would not be subject to the limitations in 
clause 3. For the further legislative history of the Taft Amendment, see 89 Conc. Rec. 7252; Conference 
Rep. No. 697, 89 Conc. Rec. 7444, 7498, 7499 (1943); Statement of the President upon signing the bill, 


July 16, 1943, Pike AND FiscHer OPA SERVICE 35:52, 55. 

5*OPA Price Policy Statement No. 4, July 22, 1943; see also OPA Price Operating Instructions, 
National Office Nos. 15 and 16, July 29, 1943. National Archives. 

58 Effect of the Taft Amendment to the Emergency Price Control Act of 1942, Memorandum from 
Henry M. Hart, Jr. to Prentiss M. Brown, Price Administrator (July 16, 1943). National Archives. 

5° “Thus the requirement that denier and gauge be marked on hosiery is descriptive labeling. So also 
is the requirement that used articles be marked ‘as is’ or ‘reconditioned’ or that ‘seconds’ or ‘irregulars’ 
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The most perplexing problem of interpretation concerned the relationship be- 
tween the third and fourth clauses of Section 2(j). As Mr. Hart put it, “Does the 
requirement of clause 4 that the Administrator make use of standards already 
established by industry usage or government order have the effect of preventing him 
from exercising the authority recognized in clause 3 to standardize commodities, not 
thus previously standardized, when he finds that such action is essential to effective 
price control?”®? Mr. Hart’s answer was no, on the ground that an affirmative 
answer would reduce clause 3 to an absurdity. “Clause 4 would then say that the 
Administrator may make use of standards only in the case of commodities already 
standardized. The authority to standardize recognized in clause 3 would be mean- 
ingless. Power to act would be denied to the Administrator in the very cases in 
which he is asked to inquire whether action is essential to price control and in 
spite of his determination that it is.”** Mr. Hart therefore concluded that to 
“standardize” a commodity within the meaning of clause 3 meant to base ceiling 
prices “upon standards or specifications which were not previously established either 
by general industry usage or by the action of another agency.” To base ceiling 
prices upon standards or specifications which were so established was not to stand- 
ardize.® 

On the basis of the Hart Memorandum, Price Policy Statement No. 4 instructed 
the operating divisions of OPA that 


A regulation in which prices are based on, or calculated by reference to, standards or 
specifications is valid if any one of the following conditions is met: 

(a) The standards or specifications were, prior to their use in the regulation, in 
general use in the industry; 

(b) The use of the standards or specifications was, prior to their use in the regulation, 
lawfully required by another government agency; 

(c) The Administrator has determined that no practicable alternative exists for securing 
effective price control. 


In the light of the Hart Memorandum and Price Policy Statement No. 4, each 
operating branch of OPA reviewed the regulations in its field. In those cases in 


which a finding could be made that the regulation complied with either clause 3 
or clause 4 of the Taft Amendment, the branch amended the preamble of the regu- 





be so marked where these are not parts of a system of graduated classification but merely indicate manu- 
facturing imperfections . . . Grade labeling is also to be distinguished from marking which is designed 
to indicate not degrees of superiority for the same use but different uses, and which implies no com- 
parative judgment of quality or serviceability. Thus, the marking of No. 8, No. 10, and No. 12 fish- 
hooks as such would not constitute grade labeling.” Hart Memorandum, supra note 55, at 3. 

57 Hart Memorandum, supra note 55, at 5. The Boren Committee briefly discussed whether “the 
prohibition in the fourth clause of the Taft amendment is independent as suggested in the report of the 
conference committee, or is qualified by the third clause,” and concluded that further Congressional 
clarification might become necessary, although at one point it expressed an opinion contrary to that of 
Mr. Hart. BorEN Commirrree Report, supra note 12, at 7, 44. 

58 Fart Memorandum, supra note 55, at 6. It was acknowledged that “compliance with the excep- 
tion in clause 3 will not justify action in violation of clause 1 or 2.” 
ray at’ 4s 
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lation to add a finding of compliance. The amendment was accompanied by a Sup- 
plementary Statement of Considerations justifying the finding. 

The work of the operating branches culminated in a series of seventeen supple- 
mentary orders.“ To accompany these supplementary orders, the Price Adminis- 
trator issued a Statement of Considerations explaining and justifying his interpre- 
tation of the Taft Amendment.®' In all, 246 regulations covered by these supple- 
mentary orders were found to use standards and specifications in aid of price 
control in such a way as to comply with the requirements of the Taft Amendment. 
Of these, 160 used standards and specifications which were in general use in the 
trade or industry affected prior to their use by OPA. Standards and specifications 
in five other regulations were found to have been previously promulgated and 
their use lawfully required by another government agency. In the case of twenty 
regulations, an alternative finding was made that the standards or specifications 
used were either in general use in the trade or industry affected or had been previ- 
ously promulgated and their use lawfully required by another government agency. 
With regard to five regulations, it was found that the standards and specifications 
used were both in general use in the trade or industry affected and had been previ- 
ously promulgated and their use lawfully required by another government agency. 
In the case of fifty-six regulations, the Administrator found that no practicable 


alternative to the use of standards and specifications existed for securing effective price 


control.®? ; 

°° Supplementary Order No. 55 (Grocery Products and Tobacco), 8 F. R. 12550 (1943); SO 56 
(Grains and Fertilizers), ibid; SO 57 (Dairy and Poultry Products), id. at 12551; SO 58 (Petroleum 
Products, Asphalt and Asphalt Products), id. at 12552; SO 59 (Consumer Durable Goods), ibid; SO 
60 (Building Materials), ibid; SO 61 (Logs, Lumber, and Lumber Products), i5id; SO 62 (Iron and 
Steel), id. at 12553; SO 63 (Meat and Meat Products), ibid; SO 64 (Paper, Paper Products, Raw Ma- 
terials for Paper and Paper Products, Printing and Publishing), id. at 12554; SO 65 (Apparel), id. at 
12554; SO 66 (Nonferrous Metals), id. at 12554; SO 67 (Chemicals and Drugs), id. at 12555; SO 68 
(Rubber and Rubber Products), id. at 12555; SO 69 (Leather, Wool, and Miscellaneous Fiber Products), 
id. at 12556; SO 70 (Machinery and Transportation Equipment), id. at 12556; SO 71 (Cotton and 
Synthetic Textiles and Textile Products), id. at 12556. All of these orders were issued and became effective 
September 11, 1943. See Appendix C for a breakdown of the regulations covered by these Supplementary 
Orders in accordance with the applicable authorizing provision of the Taft Amendment. 

*. Statement of Considerations Accompanying Supplementary Order No. 55, September 11, 1943, 
Pike AND FiscHeR OPA SERVICE 35:52. The Supreme Court sustained the Administrator’s interpretation 
of the Taft Amendment but held that the regulations covered by the supplementary orders were invalid 
from July 16, 1943, when the Taft Amendment became law, until September 11, 1943, when the 
supplementary orders were issued and became effective. Thomas Paper Stock Co. v. Porter, 328 U. S. 
50 (1946), reversing Thomas Paper Stock Co, v. Bowles, 151 F. 2d 345 (E. C. A. 1945) on issue of 
validity between July 16 and September 11, 1943, but sustaining Thomas Paper Stock Co. v. Bowles, 148 
F. 2d 831 (E. C. A. 1945), which upheld Administrator’s interpretation; see Avon Western Corporation 
v. Bowles, 145 F. 2d 473 (E. C. A. 1944); United States v. Pepper Bros., 142 F. 2d 340 (C. C. A. 
3d 1944); Ambrosia Brewing Co. v. Bowles, 147 F. 2d 550 (E. C. A. 1944). 

*? Unfortunately, these supplementary orders do not embody all the regulations reflecting OPA 
activity in the field under study. In the first place, they reflect the situation as of September 11, 1943, 
and not subsequent thereto. Secondly, it is doubtful whether, even as of that date, all official action 
taken because of the Taft Amendment was embodied in these supplementary orders. As of September 
30, 1943, 444 price regulations were in effect. Of these, 261 contained standards provisions: 167 contained 
standards which were in general use in the trade prior to their use by OPA, 32 contained standards 
legally required by another government agency, and the remaining 62 regulations contained standards 
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I have been unable to find any case in which OPA used standards or specifications 
in a regulation and determined that it could not make a finding bringing the regu- 
lation into compliance with the Taft Amendment. However, as a result of the Taft 
Amendment, grade labeling requirements were removed from twenty regulations 
covering meats, eggs, poultry, butter, canned fruits and vegetables, rubber heels, anti- 
freeze, rayon hosiery, and certain lumber, paper, and other products. 


F. Further Limitation of OPA Authority 


In 1944, the Congress imposed an additional restriction on OPA’s authority to 
tie quality standards to maximum price regulations covering processed fruits and 
vegetables. A rider to the Second Deficiency Appropriation Act, 1944,°* provided 
that “none of the funds appropriated in this Act shall be used to pay the salary or 
expenses of any person fixing maximum prices for different kinds, classes, or types 
of processed fruits and vegetables which are described in terms of specifications or 
standards, unless such specifications or standards were, prior to such order, in general 
use.” The purpose of this proviso was to prohibit OPA from pricing canned fruits 
and vegetables on the basis of the grades formulated by the Agricultural Marketing 
Administration. This prohibition remained in the Appropriation Acts for the 
remainder of the life of the price control program.® 





which were necessary, in the judgment of the Price Administrator, because no practicable alternative 
existed for effective price control. SEVENTH QuarTERLY REPORT OF THE OPA For PERIop ENDED 
SEPTEMBER 30, 1943 20 (1943). Some of the more significant regulations not included are: MPR 339 
(Women’s Rayon Hosiery) and subsequent revisions of that regulation, RMPR 304 (Specified Utility 
Shirts), and MPR 306 (Certain Packed Food Products), s#pra notes 43 and 44. To wade through all 
of the OPA regulations looking for those which raised questions under the Taft Amendment is a very 
discouraging task. The regulations covered by the supplementary orders are, however, adequate to give 
a very good picture of the nature of OPA’s work in this field. 

°3 SEVENTH QUARTERLY REPORT, supra note 62, at 19. 

** 58 Srat. 547, Pub. L. No. 375, 78th Cong., 2d Sess. (June 28, 1944). For legislative history of 
this proviso, see Hearings before the Subcommittee of the House Committee on Appropriations on the 
Second Deficiency Appropriation Bill for 1944, 78th Cong., 2d Sess. 306-309, 311-312, 321-324, 344-349 
(1944); Hearings before the Subcommittee of the Senate Committee on Appropriations on H. R. 5040, 
78th Cong., 2d Sess. 22, 26-39 (1944). As reported by the House Committee, H. R. 5040 proscribed 
any use of standards or specifications by the OPA in any regulation unless they were previously in 
general use. H. R. Rep. No. 1660, 78th Cong., 2d Sess. 7 (1944). For debate in the House, see 90 
Conc. Rec. 6095-6098 (1944). The House passed the bill containing this provision. 90 Conc. REc. 
6099 (1944). In reporting H. R. 5040 the Senate committee recommended the limited proviso which 
ultimately became law. SEN. Rep. No. 1028, 78th Cong., 2d Sess. 2 (1944). For debate in the Senate, 
see 90 Conc. ReEc. 6463-6468 (1944). The Senate struck out this limited proviso, 90 Conc. Rec. 6468 
(1944). The Conference Committee recommended that the limited proviso be restored.. CoNFERENCE 
Rep. 1745, 78th Cong., 2d Sess. 2 (1944). The Senate accepted the recommendations of the Confer- 
ence Committee without debate, 90 Conc. Rec. 6640 (1944), as did the House, 90 Conc. Rec. 6671 
(1944). 

°° First Deficiency Appropriation Act, 1945, Pub. L. No. 40, 79th Cong., rst Sess. (April 25, 1945), 
59 Srat. 77, 79; Second Deficiency Appropriation Act, 1945, Pub. L. No. 132, 79th Cong., 1st Sess. 
(July 5, 1945), 59 Stat. 412, 416; Third Deficiency Appropriation Act, 1946, Pub. L. No. 521, 79th 
Cong., 2d Sess. (July 23, 1946), 60 Strat. 600, 610. 
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IV 


EvaLuaTion oF Principat Osjections To SuGcEsTED ProcGRAM 
A. The Program Is Impractical 


Men whose plants during the war were placarded with the typically American 
slogan, “The Impossible We Do Immediately—the Miraculous Takes a Little 
Longer,” apparently did not find it incongruous to argue that the formulation of a 
program for the use of quality standards and grade labeling was just not possible. 
There is no point in minimizing the difficulties, which have been stated and 
analyzed admirably by Gragg and Borden. Merchandise testing to date is by no 
means a science. Consumer tastes and preferences do vary widely. A product 
that is best for one purpose may not be best for another. Even if a grading system 
can be worked out by which one commodity is rated better than another, it still does 
not by itself tell the consumer how much better so that the respective prices can be 
evaluated. And the problems of translating the results of technical research into a 
language consumers will understand are very real. But I cannot help agreeing with 
the over-all judgment on this issue of practicality expressed by Donald Montgomery: 

The task is extensive, but not overwhelming. Compared with the accomplishments 
of applied science in the development of production techniques, it is relatively simple. 
Not lack of ability, but lack of interest, seems to be the cue for failure of our economy 
thus far to adopt appropriate methods far transferring the products of industry into con- 
sumer hands—lack of interest on the part of vendors who find it easier to deal with 
uninformed consumers; lack of interest on the part of governments which to date haye 
recognized few specific obligations to serve consumer welfare; and lack of interest among 
consumers themselves.°¢ 


Much of the argument about practicality will be less heated and less dogmatic 
when we turn to the possibilities offered in specific commodity fields and actually try 
to realize them. Let us take meats as an example. I realize that experience with 
this commodity is no indication of what can be done in the non-food field. But let 
us see what can be done today with regard to meats which is not being done. 

During the war, OPA fixed maximum prices for beef, veal, lamb, and mutton 
carcasses and wholesale cuts on the basis of the quality grades promulgated by the 
Department of Agriculture.°’ The following grades were specified for beef car- 
casses and wholesale cuts: choice, good, commercial, utility, and cutter and canner. 
Grades specified for veal, lamb, and mutton carcasses and wholesale cuts were 
choice, good, commercial, utility, and cull. In each case, the grade had to be de- 
termined according to specifications worked out by the Department of Agriculture.®* 


°° FinaL REPORT OF THE EXECUTIVE SECRETARY TO THE TNEC, 326-327, 77th Cong., rst’ Sess. (1941). 

°7 RMPR 169, RMPR 239, Appendix C, infra. For OPA action on quality standards for other meats, 
see RMPR 148, MPR 336, MPR 389, MPR 398, ibid. 

®8 SERVICE AND REGULATORY ANNOUNCEMENT No. 99: Orrictat U. S. STANDARDS FOR THE GRADES OF 
Carcass BeEF (U. S. Dep't of Agric., Food Distribution Adm'n, issued as amended May, 1942); SERVICE 
AND REGULATORY ANNOUNCEMENT No. 114: OrriciaL U. S. STANDARDS FOR THE GRADES OF VEAL AND 
Carr Carcasses (U. S. Dep’t of Agric., Food Distribution Adm’n, issued as amended October, 1940); 
SERVICE AND ReGuiaTory ANNOUNCEMENT No. 123: OrriciaL U. S. STANDARDS FOR THE GRADES OF 
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The actual grading was required to be done by official graders of the Department 
of Agriculture, governed by rules issued by the Department.® If an official grader 
was not available, the slaughterer was authorized to do his own grading, but accord- 
ing to the same rules. If a nonofficial grader did the grading, he was required to 
place a stamp on the carcass (with a harmless marking fluid conforming to a for- 
mula approved by the Bureau of Animal Industry in the Department of Agriculture 
and set out in the regulation) marking the grade letter “AA” for choice grade of 
beef, veal, or lamb carcass; “A” for good grade; “B” for commercial grade; “C” for 
utility grade; “D” for cutter and canner grade of beef and for cull grade of veal; 
“C” for cull grade of lamb. The following grade letters were required for yearling: 
“A” for choice, “B” for good, and “C” for commercial, utility, and cull. For mutton, 
the grade letters were “S” for choice and good, “M” for commercial, and “R” for 
utility and cull. If an official grader did the grading, he was authorized to substi- 
tute for the grade letters the name of the grade itself, “choice” or “good” as the case 
might be, preceded, if he wished, by “U. S.” If yearling or mutton was graded 
officially, the words “yearling” or “mutton” also had to be stamped on the carcass. 

The grade designation had to be so stamped on the carcass that it would appear 
on each retail cut made therefrom. The retailer was prohibited from removing the 
grade designation. In addition, he was required to separate the meat in his show- 
case according to grade and to designate the grade so that his customers could see 
and read it.” 

This system continued as long as meat prices remained under control. When 
the Taft Amendment forced the OPA to eliminate the grade labeling features of 
the system, the Economic Stabilization Director restored them.” The housewife 
became throughly familiar with-the grade letters. Even the Boren Committee re- 
ported, two months after the Economic Stabilization Director acted, that “no 
opposition against this system of grading and labeling of meat was -voiced at 
any time in testimony before the subcommittee.”"* Many retail stores still label the 





Lams CarcassEs, YEARLING, Mutron, aND Mutton Caricasses (U. S. Dep’t of Agric., Food Distribution 
Adm’n, March, 1931). OPA did not follow Department of Agriculture grades precisely. Thus, for 
example, “choice” in all cases was designated as the top grade, though the Department of Agriculture 
recognizes a better grade, “prime.” 

°° SERVICE AND REGULATORY ANNOUNCEMENT No. 98 (revised): RULES AND REGULATIONS OF THE 
SECRETARY OF AGRICULTURE GOVERNING THE GRADING AND CERTIFICATION OF MEATS, PREPARED MEATS, 
Meat Foop Propucts, anp MEAT By-Propucts, For Cxass, Quatiry (Grape) AND Conpition (U. S. 
Dep't of Agric., Food Distribution Adm'n, issued as amended September 26, 1942). 

7 MPR 355, 394, Appendix C, infra. 

™ Office of Economic Stabilization Regulation No. 1, issued and effective August 5, 1943, 8 F. R. 10988 
(1943); Statement of Reasons for OES Regulation No. 1, Pike AND FiscHeR OPA Service 41:61; Dele- 
gation of Authority in Respect to Meats, issued and effective September 14, 1943, 8 F. R. 12669 (1943). 
The Taft Amendment expressly limited only the powers of the Price Administrator; the authority of the 
Economic Stabilization Director remained unaffected. Blalack v. United States, 154 F. 2d 591 (C. C. A. 
6th 1946), cert. denied, 329 U. S. 738 (1946), rehearing denied, 329 U. S. 828 (1946). OES Regula- 
tion No. 1 was the only case in which the Economic Stabilization Director sought to impose his authority 
directly upon business. Otherwise, he exercised authority through directives to other government 
agencies. 
™ Boren CoMMITTEE REPORT, supra note 12, at 36. 
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grades of meat, but in many all trace of this system has disappeared. Yet is there 
any good reason why this system should not be continued in peacetime?™ 

There were relatively few regulations in which OPA used grade labeling. More 
numerous were the regulations in which all sellers were required to use uniform in- 
formative labeling.”* This type of labeling was not attacked by the Boren Com- 
mittee or the Taft Amendment. It can be helpful to consumers even in peacetime. 

Fragmentary as these examples are, they do indicate that no purpose is served 
by trying to pass an over-all judgment on the practicality of formulating quality 
standards and using uniform informative and grade labeling. Each commodity 
presents its own problems. Stylized commodities will, of course, present the most 
difficulties, but even in this case there is no reason why the consumer should not be 
told the quality of the material used and construction employed, so that it will be 
known that the seller is asking to be paid for style. In short, the important thing is 
to agree that the program suggested is worth while and that it ought to be put into 
operation. Only then will obstacles which seem insuperable now be viewed in their 
proper size and practical steps taken to overcome them. 


B. The Program Will Eliminate Brand Names 
and Brand-Name Advertising 
The deep emotion with which this argument is made is revealed by the eloquent 
denunciation of the OPA program requiring grade labeling of the 1943 pea crop 
which was made in a letter to Congressman Halleck from a person the Congressman 
did not name: 


Grade labeling is the opening gun of as sinister a move as could well be figured by 
the bureaucrats, to despoil our internal economy for the benefit of the Socialist system of 
production for use and not for profit. 

Grade labeling the 1943 pea crop is only the beginning. Brought down to its logical 
end product, through the inevitability of gradualness, step by step, would come the 
disappearance of advertising and hence of a free radio and a free press; mass unemploy- 
ment, in the absence of competition; degrading of product, without brand guarantee; and 
monopoly cartelizing, destroying the independent merchant. Yes; it goes even further 
than these immediate probable results, for it would put the eggs all in one basket for the 
take-over by the totalitarian state. 


Somewhat more temperately, the spokesman for the Association of National 
Advertisers charged that “. . . it seems to be proposed to substitute a system of 
Government grading for the free, competitive system of trade-marked goods which 


"8 The OPA experience also showed the practicality of grade labeling of eggs, MPR 333; poultry, 
RMPR 269; butter, MPR 289; and canned fruits and vegetables, MPR 306. In all these cases, the 
standards were formulated by the Department of Agriculture. Controversy was aroused only by the 
canned fruits and vegetables program. For an example of a maximum price regulation which took into 
account both brand name and quality standards accompanied by grade labeling, see MPR 200 (Rubber 
Heels and Soles in the Shoe Repair Trade), Appendix C, infra. 

™* For example, MPR 95 (Women’s Nylon Hosiery), MPR 339 (Women’s Rayon Hosiery), and 
MPR 274 (Women’s Silk Hosiery), in all of which a label was required stating the denier and gauge 
of the stocking, and RPS 89 (Bed Linens), which required labeling as to type and size. 

78 89 Conc. Rec. 3246 (1943). 
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history proves is the best guarantee yet devised for freedom of choice for the con- 
sumers, the opportunity to buy what they want when they want it . . . if grade label- 
ing goes through .. . national advertising by manufacturers is going to fold up . . .””* 

This is not the only time that practices which in part serve to throttle free enter- 
prise have been championed belligerently in the name of free enterprise. Neverthe- 
less, if we agree, as I do, that brand names and brand-name advertising can serve a 
useful economic function, the argument that the suggested program will eliminate 
them deserves careful consideration. It is encouraging, therefore, to learn that Con- 
gressman Lanham, the father of the Trade-Mark Act of 1946, was not concerned 
about this argument. During the height of the attack upon OPA’s grade labeling 
activities Congressman Lanham said: 


I see no particular objection to grades being posted on a label under a trade-mark, because 
that would further inform the public, but to do away with . . . trade-marks would to me 
seem unconscionable,”7 


Of course, OPA never proposed to “do away with trade-marks.” Whatever 
foundation there was for the charge that this would be the inevitable result of OPA’s 
activities was based on the fact that in many cases OPA did not provide a means 
of pricing articles which did not conform to the quality standards specified, and that 
for a long time OPA refused to provide branded goods with a price premium simply 
because they were branded.”® Whether OPA was justified in the position it took 
is not now important, because we are considering the desirability of quality standards, 
informative labeling, and grade labeling in the absence of price control. But the 
question still remains, even in the absence of price control: Why should a consumer 
who, for example, has the choice of buying two rubber tires marked “Grade A,” 
certifying that each complies with the specifications for a Grade A tire promulgated 
by the Government, pay more for one than the other simply because it carries a 
nationally advertised brand name? So put, why indeed should he? Even so, there 
is no reason to believe that persuasive advertising would disappear entirely. Adver- 
tisers might still seek to persuade consumers to buy the brand-name article. Whether 
they were successful would depend upon the extent to which the consumer acquired 
confidence in and knowledge about the grading and labeling system. Intensification 
of persuasive advertising to overcome the effect of government-promulgated quality 
standards and informative and grade labeling would clearly not be in the public 
interest. It is more probable, however, that the effectiveness of persuasive advertising 
would be weakened as consumers gained experience with the new guides to buying 

° Testimony of George S. McMillan, Secretary, Association of National Advertisers, Inc., Boren 
Committee Hearings, supra note 42, at 202, 207. 

™ 89 Conc. Rec. 3245 (1943). 

78 See, for example, MPR 95 (Women’s Nylon Hosiery); MPR 339 (Women’s Rayon Hosiery); and 
MPR 306 (Certain Packed Food Products), Appendix C, infra. It was not until November 15, 1945, that 
a premium price for branded nylon hose was established, MPR 602, 10 F. R. 14251 (1945); a premium 


for branded rayon hose was not established until January 4, 1944, Second RMPR 339, 9 F. R. 207 (1944). 
At no time was a price premium established for branded canned goods. 
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made available to them. However, if it is true that brand-name articles generally are 
better quality articles, as is claimed, they will carry the highest grade notations. 
This should provide the basis for a very effective campaign of informative adver- 
tising. In addition, because the quality standards formulated will in most cases be 
minimum standards, there will always be the opportunity to inform the consumer, 
by advertising, why the brand-name article is of better than minimum quality and 
deserving of a premium price, if one is sought. There is little danger, therefore, that 
the suggested program will eliminate either brand names or brand-name advertising. 
But we may expect some shift of emphasis from persuasive to informative advertising, 
which would be in the public interest.” 


C. The Program Will Jeopardize the Position of the Independent Retailer and 
Small Manufacturer 


This argument assumes that if the suggested program makes any headway, it 
will weaken the efficacy of the brand name as a guide to consumer buying. It is 
then argued that, as a consequence, the position of the independent retailer will be 
jeopardized because he relies heavily on brand-name merchandise to maintain his 
clientele in the face of price competition from the chains.° Implicit in this argu- 
ment is the assumption that people patronize the independent retailer, and not the 
chain, only because they do not know that the chain’s prices are lower than the 
independent’s and that brand names help to keep the buyer in ignorance. It is 
doubtful, however, whether this assumption has much validity. People patronize 
the independents for a variety of reasons, among them because the independents are 
better located or furnish services which the chains do not, or simply because the 
“little fellow” is preferred on principle. Ignorance of the consumer, even if it is a 
factor, is hardly a basis upon which the continued existence of independent retailers 
should be made to depend. : 

A similar argument is advanced that brand names also give the small manufac- 
turer some protection against price competition which would be taken away from 
him by the proposed program. This argument has even less to commend it. The 
basic objective of our antitrust laws is to make it possible for all enterprises to engage 
in more, not less, price competition. If the day has come when small business needs 
an umbrella of protection against bona fide price competition in order to survive, 
then its further existence has lost much of its justification. The truth of the matter 
is that persuasive advertising of brand names is, above all, the means by which large 
units seek to protect themselves against price competition. The suggested program 
will make it possible for the small manufacturer who is able to produce quality 
products to compete pricewise with larger units in the field, because it will free him 
from the necessity of making heavy outlays for persuasive advertising which he can- 


7° Brown, Advertising and the Public Interest: Legal Protection of Trade Symbols, 57 Yate L. J. 1165 


(1948). 
8° Boren CoMMITTFE REPORT, supra note 12, at 15, 38. 
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not afford and yet which are necessary under present conditions if he is to capture 
any part of the market." 


D. The Program Will Lessen the Variety of Commodities 


It is difficult to evaluate this argument. Certainly simplification, as has been 
pointed out, is not an objective of the suggested program. Manufacturers will con- 
tinue to produce goods of superior or inferior quality as measured by the minimum 
standards promulgated officially if they can find a market for them; and there is no 
reason why they should not find a market if their price differentials are appropriate. 
Nevertheless, some lessening of variety may be a result of the program. To balance 
this in the scales of judgment is the probability that the goods actually produced 
will be of better quality. 


E. The Program Will Add to the Host of Bureaucrats Interfering With 
American Business 


This argument against the program was made very strongly in the Thirties, when 
the idea of government intervention in business life was anathema to more people 
than it is today. To those who may still think that any further government inter- 
vention is undesirable in principle, it may be pointed out that government inter- 
vention to make our competitive system work is not a novelty. The only question 
is whether the means used will destroy the end. We do not think they do in con- 
nection with the antitrust laws. The proposed program will effectively supplement 
the antitrust laws in the pursuit of a workable competitive system. 


V 
CoNCLUSION 


Many students of our economic system have deplored the emphasis it places upon 
the interest ofthe producer to the neglect of the consumer, whose welfare is its only 
justification. This is reflected in the curricula of our universities and explains the 
absence of representation of the consumer interest in government.*? However, we 
may be about to witness a change. The President in his recent State of the Union 
Message recommended that “the governmental agency which now administers the 
programs of health, education and social security should be given full departmental 
status.”*? Possibly in time this new department, if it is established, will assume the 
special responsibility of furthering the interest of the people as consumers in all its 
manifold aspects. 


®1See, for example, testimony of Jerome W. Ephraim, a manufacturer of toothpaste, in Hearings 
before the Temporary National Economic Committee, 76th Cong., 1st Sess. 3396-3412 (1939). 

52 “Consumer interest . . . is concerned with income spending . . . 

“The consumer interest, then, is a special interest. Only when it is so understood will fruitful efforts 
be made to do something about it. To lump it indiscriminately with the public interest serves merely to 
dismiss it from further consideration. To define it vaguely as everyone’s business is to make it precisely 
no one’s business. Its stunted growth as an object of public concern until now is most readily explained 
as being due to just such protective thinking concerning it.” Fina Report or THE Executive SECRE- 
TARY TO THE TNEC, 77th Cong., 1st Sess. 320, 321 (1941). 

5° N.Y. Times, Jan. 6, 1949, p. 4, col. 5. 
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APPENDIX A 


OPA Quatriry Controts 1n Maximum Price Recutations Wuicu Dip Nor Use UN1ForM 
Do tar-AND-CENTs PRIcEs 


OPA attempted to combat hidden inflation resulting from quality deterioration even 
when pricing techniques other than uniform dollar-and-cents pricing were used. Thus, 
for example, the General Maximum Price Regulation, issued April 28, 1942, 7 F.R. 3153, 
fixed as the seller’s maximum price for any commodity or service the highest price charged 
by him during March, 1942, for the same or similar commodity or service. It was then 
provided that one commodity shall be deemed “similar” to another if, inter alia, it 
“affords the purchaser fairly equivalent serviceability.” The obvious difficulties with 
this standard constituted one of the main weaknesses of this type of regulation. 

In subsequent freeze-type regulations, an attempt was made to define “equivalent 
serviceability” in terms of stated standards and specifications. Thus, for example, MPR 
221 (Manufacturers’ Prices for Fall and Winter Knitted Underwear, issued and effective 
September 15, 1942, 7 F.R. 7318), provided that “A garment is the same as another gar- 
ment with which it is compared if both garments have all of the following common 
characteristics: (i) They are of the same specific classification and size as provided by the 
United States Department of Commerce, Commercial Standard CS 33-32; (ii) They have 
the same average finished weight for comparable size, within a tolerance of 3%; (iii) 
They are knitted from the same kinds of yarn (for example, carded, combed, blended or 
processed staple fiber yarns), and with the same percentage of fibers (for example, cotton, 
wool or other fibers and mixtures thereof); (iv) They have a substantially equal number 
of courses and needles per inch; (v) They have construction and trimmings of sub- 
stantially equal quality and serviceability; (vi) They are constructed and finished with 
substantially equal standards of workmanship.” 

These problems of similarity were particularly acute in the consumer durable goods 
field at the beginning of the war effort, when new materials had to be substituted for 
the metals devoted to war production, and at the end, when the problems of reconversion 
loomed so large. Regulations covering consumer durable goods specified that quality 
testing, usually by the Bureau of Standards, would be used as the basis for determining 
similarity or “comparable serviceability.” See, for example, MPR 188, Prxe AND FiscHER 
OPA ServicE 19:201. 

In one and only one instance—soap—the OPA issued a regulation absolutely pro- 
' hibiting new styles, sizes, qualities, and shapes of a commodity. Commodity Practices 
Regulation No. 1 (Bar or Package Soaps or Cleansers, issued July 7, 1942, 7 F.R. 5564, 
8 F.R. 4930, 14348). See Statement of Considerations for Commodity Practices Regula- 
tion No. 1, Pike anp Fiscuer OPA Service 62:111. “The regulation prohibited any 
change in weight or quality of bar or packaged soaps or cleansers, except as permitted. 
The nature of the soap industry was such that any bar or packaged soap or cleanser 
could be marketed with changed and cheaper ingredients and could not be distinguished 
by the consumer from bars or packages previously sold. This made evasions of the 
GMPR almost impossible to detect. The incentive to deteriorate content was heightened 
by the fact that if all or part of the cost saving were expended in deals making the 
purchase more attractive to the consumer, new markets might be obtained by any manu- 
facturer at the expense of others who kept their quality unchanged. Moreover, even if 
OPA should undertake to set new prices for each new item, it would be unlikely to set 
them equitably, since a padding of even one cent in the cost or price might be decisive, 
in view of the low price of the commodity, and the fractional differences in cost. In 
view of these circumstances, OPA felt justified in prohibiting any changes in weight or 
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quality.” Haroip LEvENTHAL, ProBLeMs IN Price Controt: Lecat Puases 95, 96 (Histori- 
cal Reports on War Administration: Office of Price Administration, General Publication 
No. 11, 1947). 

Commodity Practices Regulation No. 1 was revoked December 28, 1944 (effective 
January 2, 1945), 9 F.R. 15106. Its principal features were incorporated in MPR 391 
(Household Soaps and Cleansers Sold by Manufacturers and Certain Wholesalers, issued 
May 14, 1943, effective May 24, 1943, 8 F.R. 6268, by Amendment 4 to that regulation, 
issued December 28, 1944, effective January 2, 1945, 9 F. R. 15148), except that under 
MPR 391, permission to introduce new or changed products was granted much more 
liberally. See Statement of Considerations Accompanying Amendment 4, OPA CHemicats 
AND RussBer Desk Book, 9533. 


APPENDIX B 


OrFicE oF Prick ADMINISTRATION 
Washington, D. C. 
September 3, 1942 
ADMINISTRATIVE Orper No. 49 
The Standards Division 


Section 4. Functions of the Standards Division. There is hereby established the 
Standards Division which shall perform the basic functions of identifying products and 
services to which price control is applied and specifically: 

A. 1. Develop technical commodity definitions, standards, specifications and classifica- 
tions and other quality identifying techniques for the use of the price, rationing 
and rent divisions in their operations. 

2. Develop methods of determining “fairly equivalent serviceability” for use in 
pricing “similar” commodities. 

B. Develop programs for informative labeling of commodities and assist in the prepara- 
tion of labeling requirements for incorporation in price, rationing, rent and commodi- 
ties practices regulations. 

C. Initiate and-develop simplification practices and requirements necessary to effective 
price.and rationing controls and the adjustment of civilian production to war condi- 
tions by performing the following functions: 

1. With the assistance of the price and rationing branches concerned and of public 
and private technical agencies determine the necessity and feasibility of simplified 
practices requirements for commodities in situations where there are: 

a. Shortages of materials, labor, plant or distribution capacity; or 
b. Inadequate operating margins resulting from ceiling prices. 
c. Such a multiplicity of varieties that effective price regulation is not feasible. 

2. Present such requirements to representatives of business units and public agencies 
concerned in order to secure appraisal and acceptance of the project and to appro- 
priate officers within the War Production Board in order to secure their promulga- 
tion. 

3. Develop for the use of the price branches quality definitions and labels for products 
covered by such simplification requirements. 

2 This provision was added by OPA Administrative Order No. 67, issued December 14, 1942, which 


established a Professional Services Department (superseding the General Services Department) of four 
divisions, one of which was the Standards Division. National Archives. (Author's footnote.) 
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D. Collaborate with the Office of Industry Branches, Conservation Divisions, and the 
Office of Civilian Supply of the War Production Board and with industrial organiza- 
tions, and public and private research groups in developing programs designed to make 
the most effective use of supplies of scarce raw materials, labor, manufacturing, plant 
and distribution capacity available for the production of civilian goods by: 

1. Increasing production efficiency through improved production techniques. 

2. Improving design of commodities. 

3- Substitution of materials. 

1. Have exclusive responsibility within the Office of Price Administration for the 
function of testing. Officers of other OPA divisions and branches shall secure the 
use of testing facilities only through the Standards Division. 

2. Secure such testing of commodities as may be necessary in connection with the 
development of commodity definitions and labels and the detection of quality 
deterioration. 

3. Act in a consulting capacity to the enforcement staff: 

a. To establish sampling and test methods to identify commodities and services 
involved in the administration and enforcement of price, rent and rationing 
orders. 

b. To secure such testing and technical facilities as may be required in connection 
with such determinations. 

c. To prepare instructions to field staffs on technical problems involved in such 
operations. | 

F. Act in a consulting capacity to the price, rent, and rationing staffs in the technical 

analysis, comparison and evaluation of services which involve commodities. | 

| 
| 
| 





G. Through appropriate operating organization units in the National Office, explain to 
field staffs commodity definitions and quality provisions of price, rent and rationing 
regulations. 

H. Supply to the public through the Consumer Division and the Information Office 
and to other OPA organization units for use in connection with their respective 
functions information on commodity definitions, specifications, informative unating, 
simplification and substitution. 

I. Serve as the primary channel of contact and liaison between the various offices and 
organization units of OPA and other public and private technical agencies, including 
those agencies mentioned in this Order, in connection with all problems for which 
the Standards Division is assigned primary responsibility. 


APPENDIX C 
I 
REGULATIONS IN WHICH THE PricE ADMINISTRATOR FouND THAT THE STANDARDS AND 
SpecIFICATIONS UsED IN THE REGULATION WERE IN GENERAL UsE IN THE TRADE OR 
Inpustry AFFECTED Prior To THEIR Us IN THE REGULATION 


Revised Price Schedule No. 50 (Green Coffee) 7 F.R. 1305, 2132, 2945, 5462, 6387, 6685, 


8948, 1047, 8 F.R. 5477 
RPS 51 (Cocoa Beans and Cocoa Products) 8 F.R. 2335, 5633 
RPS 52 (Pepper) 7 F.R. 1308, 2132, 8948 
RPS 16 (Raw Cane Sugar) 7 F.R. 1239, 2133, 2132, 8948, 8 F.R. 6842 
RPS 60 (Direct Consumption Sugars) 7 F.R. 1320, 2132, 2510, 5664, 6787, 8928, 8948, 
8949, 8 F.R. 5809, 6044, 6424, 9288, 10079 
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RPS 91 (Tea) 8 F.R. 1981, 3178 

Maximum Price Regulation No. 227 (Dried Fruits) 7 F.R. 7531, 8948, 8 F.R. 1971, 3197, 
6445 

MPR 231 (Raw Spices and Spice Seeds) 7 F.R. 7844, 8948, 9130 

MPR 233 (Dried and Canned Apples and Apple Products) 8 F.R. 4632, 4628 

MPR 242 (Dried Prunes and Raisins) 7 F.R. 8354, 10108 

Revised Maximum Price Regulation No. 270 (Dry Edible Beans and Certain Other Dry 
Food Commodities) 8 F.R. 1061, 2335, 3106, 3370, 4732, 5810, 9335, 10986 

RMPR 271 (Potatoes and Onions) 8 F.R. 7017, 7494, 8075, 9160, 10731 

MPR 291 (Certain Syrups and Molasses) 7 F.R. 11002, 8 F.R. 2713, 2714, 3621, 6618 

MPR 292 (Citrus Fruits) 8 F.R. 135, 543, 2869, 3367, 6134, 10432 

MPR 308 (Connecticut Shade Grown (Type No. 61) Tobacco) 8 F.R. 1136, 7260 

MPR 312 (Maple Syrup and Maple Sugar) 8 F.R. 1266, 2032, 4841, 6052, 6445, 8844 

RMPR 335 (Peanuts and Peanut Butter) 8 F.R. 6834, 10264, 10987 

MPR 362 (Gelatin) 8 F.R. 4519 

MPR 363 (Flue Cured Tobacco Plants) 8 F.R. 4260 

MPR 428 (Cider Vinegar) 8 F.R. 10358 

MPR 440 (Georgia and Florida Shade Grown Tobacco of the 1943 Crop) 8 F.R. 10264 

MPR 441 (Flue Cured Tobacco) 8 F.R. 10443 

RPS 73 (Fish Meal) 7 F.R. 2475, 2637, 8591, 8 F.R. 877, 9286 

RMPR 74 (Animal Product Feeding Stuffs) 8 F.R. 9626, 10905 

RMPR 135 (Mixed Fertilizer, Superphosphate and Potash) 8 F.R. 1459, 3621, 8540, 
10572 

RMPR 150 (Finished Rice and Rice Milling By-Products) 8 F.R. 4788, 10758 

MPR 205 (Fertilizer Raw Materials) 7 F.R. 6482, 8948, 3255 

MPR 240 (Phosphate Rock) 7 F.R. 8283, 8948, 8 F.R. 3056, 3370 

MPR 315 (Arsenical Insecticides) 8 F.R. 1586, 2350, 4187 

RMPR 370 (Linseed Oil Meal, Cake, Pea Size Meal and Pellets) 8 F.R. 10733 

MPR 4o1 (Certain Corn Products for Animal Consumption) 8 F.R. 7567, 9774 

MPR 404 (Potash) 8 F.R. 8067 . 

MPR 442 (Peanut Oil Meal, Cake, Sized Cake, Pellets and Peanut Hulls) 8 F.R. 10736 

MPR 443 (Soybean Oil Meal, Cake, Pea Sized Meal and Pellets) 8 F.R. 10759 

MPR 444 (Cottonseed Oil Meal, Cake, Sized Cake and Pellets; Cottonseed Hulls and 
Hull Bran and Whole Pressed Cottonseed) 8 F.R. 10903 

RPS 88 (Fuel Oil, Gasoline and Liquefied Petroleum Gas) 8 F.R. 3718 

MPR 137 (Petroleum Products at Retail) 8 F.R. 4092, 4511, 4335, 5583, 6120 

MPR 323 (Asphalt and Asphalt Products) 8 F.R. 2101, 3841, 5383, 6109 

RPS 42 (Paraffin Wax) 7 F.R. 2000, 2132, 3430, 4853, 8202, 8948, 8783, 8 F.R. 5483 

RMPR 213 (New Coil and Flat Bedsprings) 8 F.R. 150, 4850 

MPR 380 (Used Metal Coil and Flat Bedsprings) 8 F.R. 5929, 7114 

RMPR 139 (Used Household Mechanical Refrigerators) 8 F.R. 3706, 5484, 9779, 10079 

MPR 294 (Used Household Vacuum Cleaners and Attachments) 8 F.R. 139, 3528, 8979 

RPS 45 (Asphalt or Tarred Roofing Products) 8 F.R. 1369, 3853, 5590 

RPS 96 (Domestic Fuel Oil Storage Tanks) 7 F.R. 1387, 2132, 3774, 5360, 8383, 8948 

MPR 175 (Rough Rolled, Figured, Wire and Heat Absorbing Rolled Glass) 7 F.R. 5188, 
5310, 8948 

MPR 206 (Vitrified Clay Sewer Pipe and Allied Products) 7 F.R. 6424, 8948, 8944, 8 
F.R. 1313 

MPR 224 (Cement) 7 F.R. 7396, 8650, 8944, 9495, 8 F.R. 8275 
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6356 


RMPR 26 (Douglas Fir Lumber) 8 F.R. 7570, 9519 
RPS 44 (Douglas Fir Doors) 7 F.R. 1288, 7963, 8948 


7600, 8198, 8350, 8384, 8984, 8 F.R. 3056, 5479, 9998 


3848, 9417 


8 F.R. 2993, 4720, 7490 


6177, 7505, 8505, 9778 
RMPR 216 (Railroad Ties) 7 F.R. 10782, 8 F.R. 434, 7268 


493, 1028, 2887, 2993, 6362 


8945, 10939 


7197 
RMPR 284 (Western Primary Forest Products) 8 F.R. 6544, 10560 
MPR 290 (Sitka Spruce Lumber) 8 F.R. 19, 2270, 6959 
MPR 293 (Stock Millwork) 8 F.R. 167, 8947 
MPR 381 (Stock Screen Goods) 8 F.R. 6159, 7198 
MPR 402 (Western Red Cedar Lumber) 8 F.R. 7662 
MPR 412 (Tidewater Red Cypress) 8 F.R. 8712 
MPR 432 (Maple, Birch, and Beech Flooring) 8 F.R. 10079 


RPS 10 (Pig Iron) 8 F.R. 1236, 2482, 4627 
RPS 41 (Steel Castings) 8 F.R. 2275, 3844, 8675, 9750 


4968, 5809 


4854, 8948, 10108, 8 F.R. 4644 


MPR 272 (Cast Iron Boilers and Cast Iron Radiators) 7 F.R. 9486, 9972, 10618, 8 F.R. 
MPR 382 (Wide Mouth Glass Containers) 8 F.R. 6275, 8839, 10618 


RMPR 13 (Douglas Fir Plywood) 7 F.R. 10017, 8 F.R. 1588, 2993, 4779, 5319 
RMPR 1g (Southern Pine Lumber) 8 F.R. 5536, 6544, 6619, 8979, 10732 


MPR 94 (Western Pine Lumber) 7 F.R. 10848, 8 F.R. 859, 1138, 4118, 7352, 8009, 8756 
RMPR 97 (Southern Hardwood Lumber) 8 F.R. 142, 3530, 5177, 5479, 8860, 10762 

MPR 146 (Appalachian Hardwood Lumber) 7 F.R. 3776, 4179, 4852, 5520, 6053, 6998, 
MPR 155 (Central Hardwood Lumber) 7 F.R. 4109, 7202, 7780, 8385, 8948, 8 F.R. 3056, 


MPR 164 (Red Cedar Shingles) 7 F.R. 4541, 8384, 8948, 8 F.R. 2876, 2 
MPR 176 (Rotary Cut Southern Hardwood Box Lumber) 7 F.R. 5180, 7243, 7454, 8949, 


RMPR 186 (Western Wooden Agricultural Containers) 8 F.R. 1591, 3529, 3842, 4479, 


RMPR 218 (Eastern Wooden Mine Materials and Industrial Blocking) 7 F.R. 7824, 8 F.R. 
RMPR 219 (Northeastern Softwood Lumber) 8 F.R. 4948, 6620, 9779 

RMPR 222 (Northern Softwood Lumber) 8 F.R. 8362, 9382, 9779, 10937 

MPR 223 (Northern Hardwood Lumber) 7 F.R. 7445, 8945, 8 F.R. 121, 2783, 5480, 5629, 


MPR 253 (Redwood Lumber and Millwork) 7 F.R. 9230, 10848, 8 F.R. 1139, 4136, 4720, 





MPR 368 (Northeastern Hardwood Lumber) 8 F.R. 4968, 8541, 10660 


MPR 424 (Tight Cooperage Stock and Sawed Tight Cooperage) 8 F.R. 9516 


RPS 6 (Iron and Steel Products) 6 F.R. 2004, 3061, 7 F.R. 785, 930, 1215, 2132, 2153, 
2299, 2997, 3115, 3941, 4780, 7240, 8948, 8 F.R. 6042, 6440, 7257 


RPS 43 (Used Steel Drums, Pails, and Containers and Reconditioning of Used Steel 
Drums) 6 F.R. 65961, 7 F.R. 206, 618, 656, 1287, 2132, 4297, 8948, 10527, 8 F.R. 3188, 


MPR 46 (Relaying Rail, Relaying Girder Rail and Used Track Accessories) 6 F.R. 6185, 
7 F.R. 656, 809, 904, 1295, 2132, 2508, 3446, 8948, 10528, 8 F.R. 5529 

RPS 49 (Resale of Iron or Steel Products) 8 F.R. 4608, 4542, 7257, 7595, 7769, 7909, 9750 

MPR 113 (Iron Ore Produced in Minnesota, Wisconsin or Michigan) 7 F.R. 2680, 2760, 


MPR 147 (Bolts, Nuts, Screws and Rivets) 7 F.R. 3808, 3905, 8948, 8 F.R. 8361 
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MPR 159 (Fabricated Concrete Reinforcing Bars) 7 F.R. 4339, 4428, 5710, 8948, 8 F.R. 
970, 1202 

MPR 214 (High Alloy Castings) 7 F.R. 7001, 8948, 10302 

MPR 310 (Reusable Structural Steel Shapes and Plates, and Shafting) 8 F.R. 1225, 5808 

RPS 32 (Paperboard Sold East of the Rocky Mountains) 7 F.R. 1264, 2000, 2132, 2740, 
3182, 8949 

MPR 129 (Certain Converted Paper Products) 7 F.R. 3178, 3242, 3482, 3554, 4176, 4668, 
5172, 5780, 5712, 5943, 7974, 8939, 8948, 9131, 9724, 10152, 10812 

RMPR 257 (Pulpwood Produced in States of Minnesota, Wisconsin and Michigan) 8 F.R. 
11037, 9 F.R. 5909, 12263. 

MPR 307 (Waxed Paper) 8 F.R. 1389, 2335 

MPR 349 (Distributors’ Maximum Prices for Certain Coarse Paper Products) 8 F.R. 
3617, 6110, 7266 

MPR 359 (Certain Converted Paper Products) 8 F.R. 4635, 4727, 6736 

MPR 365 (Wood Matches and Resale Book Matches) 8 F.R. 4721 

MPR 369 (Dry Roofing and Flooring Felts) 8 F.R. 5174 

RMPR 387 (Pulpwood Produced in the States of South Carolina, Georgia, Florida, 
Tennessee, Mississippi, Alabama, and Louisiana East of the Mississippi River) 

MPR 95 (Women’s Nylon Hosiery) 7 F.R. 8521, 8948, 9492, 8 F.R. 8502 

MPR 274 (Women’s Silk Hosiery) 7 F.R. 9951, 10378, 10791, 8 F.R. 8512, 8860 

MPR 3 (Zinc Scrap Materials and Secondary Slab Zinc) 8 F.R. 3171 

MPR 8 (Pure Nickel Scrap etc.) 7 F.R. 1224, 2132, 3123, 3270, 3519, 4493, 5514, 8948 

RPS 12 (Brass Mill Scrap) 7 F.R. 1234, 2132, 3520, 5515, 8650, 8948, 9392, 8 F.R. 3189, 
3852, 4928 

RPS 15 (Copper) 7 F.R. 283, 1237, 2132, 2944, 5811, 8948 

RPS 69 (Primary Lead) 7 F.R. 284, 726, 936, 1339, 2132, 2278, 2997, 8948, 8 F.R. 612, 
3948 

RPS 81 (Primary Slab Zinc) 7 F.R. 601, 701, 1356, 2000, 2132, 2997, 8948 

RMPR 126 (Fluorspar) 7 F.R. 3189, 8948, 9490, 8 F.R. 437, 5170, 5987, 9162 

RMPR 138 (Ferromanganese and Manganese Alloys and Metal) 7 F.R. 3212, 3448, 5646, 
8948, 6168, 9227, 10762 

MPR 166 (Zinc Oxides) 7 F.R. 4585, 4701, 5310, 8948 

MPR 108 (Silver) 7 F.R. 6083, 6936, 8948 

MPR 202 (Brass and Bronze Alloy Ingot and Shot) 7 F.R. 6421, 8 F.R. 1449, 9 F.R. 3458 

MPR 248 (Manganese Ores) 7 F.R. 8694, 10017, 8 F.R. 2109 

MPR 258 (Chrome Ores) 7 F.R. g002, 8 F.R. 3371, 7198, 9787 

MPR 309 (Platinum Group Metals and Their Products) 8 F.R. 1233 

MPR 314 (Magnesium and Magnesium Alloy Ingot) 8 F.R. 1367, 2040, 2154, 7106, 10667 

MPR 405 (Ferrosilicon and Silicon Metal) 8 F.R. 8181, 10759 

MPR 407 (Ferrochromium and Chromium Metal) 8 F.R. 8075, 8550, 9024 

RPS 21 (Formaldehyde) 7 F.R. 1249, 2000, 2132, 8201, 8948, 9894 

RPS 31 (Acetic Acid) 7 F.R. 1263, 2000, 2132, 8201, 8948, 9894 

MPR 36 (Acetone) 7 F.R. 1276, 2000, 2132, 6655, 7001, 7910, 8941, 8948 

MPR 38 (Glycerine) 7 F.R. 1277, 2000, 2132, 2997, 5178, 8202, 8948, 8 F.R. 155, 6177 

RPS 68 (Hide Glue Stock) 7 F.R. 1338, 2000, 2132, 2241, 2948, 3125, 5362, 6474, 
8948, 8 F.R. 1681 

RPS 76 (Hide Glue) 7 F.R. 1351, 2132, 2241, 2818, 4381, 8948, 8 F.R. 1365 

RPS 78 (Oxalic Acid) 7 F.R. 1353, 2132, 2512, 8202, 8948 

MPR 79 (Carbon Tetrachloride and Certain Blends Thereof) 8 F.R. 10728 
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RPS 80 (Lithopone) 7 F.R. 1355, 1643, 2132, 2759, 8203, 8948, 9895 

RPS 98 (Titanium Pigments) 7 F.R. 1392, 2108, 2132, 8203, 8948, 9845 

RMPR 171 (Film Scrap) 8 F.R. 8547 

MPR 179 (Pine Oil) 7 F.R. 5482, 8216, 8948 

RMPR 192 (Imported Tar Acids) 7 F.R. 5999, 8217, 8948, 10705, 8 F.R. 3372 

MPR 203 (Vitamin A Natural Oils and Concentrates) 7 F.R. 6476, 8948 

MPR 245 (Shellac) 7 F.R. 8556, 8948 

MPR 264 (Industrial Waxes) 7 F.R. 9193, 8 F.R. 2507 

MPR 278 (Totaquina and Totaquina Products) 7 F.R. 10153, 8 F.R. 3002 

MPR 282 (Certain Private Formula Pharmaceutical, Proprietary Drug, and Cosmetic 
Products) 7 F.R. 10343 

MPR 297 (Natural Resins) 8 F.R. 263 

MPR 345 (Thermoplastic Scrap) 8 F.R. 3320, 3795 

MPR 352 (Chestnut Extract) 8 F.R. 3793 

MPR 354 (Copper Sulphate) 8 F.R. 3943, 5809, 6176, 7765 

MPR 406 (Synthetic Resins and Plastic Materials) 8 F.R. 8372 

MPR 431 (Charcoal) 8 F.R. 9628 

RPS 87 (Scrap Rubber) 7 F.R. 4781, 5177, 6002, 8700, 8948, 8 F.R. 4628, 5986 

MPR 301 (Retail and Wholesale Prices for Rubber Drug Sundries) 8 F.R. 9212 

RPS 9 (Hides, Kips and Calfskins) 7 F.R. 1227, 2000, 2132, 5706, 8948, 8 F.R. 2997 

RPS 18 (Burlap) 7 F.R. 1241, 1600, 2000, 2132, 5138, 7435, 8948 

RPS 24 (Washed Cattle Tail Hair and Winter Hog Hair) 7 F.R. 1254, 2000, 2132, 8948, 
9430 

RMPR 55 (Second-Hand Bags) 7 F.R. 10104, 10554, 10585 

RPS 59 (Kapok) 7 F.R. 1319, 2000, 2132, 8948 

MPR 106 (Domestic Shorn Wool) 7 F.R. 1648, 2245, 2397, 4338, 8948 

MPR 145 (Pickled Sheepskins) 7 F.R. 3746, 3889, 5771, 5835, 8948, 11074, 8 F.R. 5724 

MPR 357 (India-Tanned Goatskins) 8 F.R. 4474 

MPR 360 (Binder Twine) 8 F.R. 4484, 6182 

MPR 420 (Hardwood Heel Blocks, Finished Hardwood and Synthetic Hardwood Heels 
and Wood Shanks) 8 F.R. 9331 

RMPR 341 (Used Commercial Motor Vehicles) 8 F.R. 5887 

MPR 375 (Used Industrial Sewing Machines and Rental Rates for New and Used 
Industrial Sewing Machines) 8 F.R. 7114 

MPR 11 (Fine Cotton Goods) 8 F.R. 361, 2206, 4629, 4725, 5477, 8065, 7615, 8937 

RPS 23 (Rayon Grey Goods) 7 F.R. 2899, 2966, 2945, 3242, 3481, 6771, 8948 

MPR go (Rayon Waste) 8 F.R. 2036 

MPR 167 (Rayon Yarn and Staple Fiber) 7 F.R. 4662, 6895, 7493, 8948, 10449, 8 F.R. 
1642 

MPR 168 (Converted Rayon Yarn and Converting Charges) 7 F.R. 4663, 8193, 8948, 8 
F.R. 373, 6673 

MPR 325 (Rayon Tops and Rayon Noils) 7 F.R. 8961, 8 F.R. 2037, 6957, 9331 

MPR 358 (Insulation Cambric and Separator Cloth) 8 F.R. 4481. 


II 


Recurations In WHIcH THE Price ADMINISTRATOR FouND THAT THE STANDARDS AND 
Specifications Usrp IN THE REGULATION Hap Been Previousty PRoMULGATED 
AND Trerr Use Lawrutty Requirep By ANOTHER GOVERNMENT AGENCY 


MPR 331 (Soybeans) 8 F.R. 2343, 2781, 3837 
MPR 397 (Flaxseed) 8 F.R. 6840, 7392, 10757 
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RMPR 346 (Corn) 8 F.R. 4924, 7354, 8186, 9300 
RPS 100 (Cast Iron Soil Pipe and Fittings) 7 F.R. 5132, 5276, 8383, 8948, 8 F.R. 6176 
RPS 85 (New Passenger Automobiles) 7 F.R. 1364, 1675, 2134, 2132, 6058, 6897, 7100, 
7436, 7942, 8948, 9899, 8 F.R. 1450, 2040, 3213. 
Ill 
REGULATIONS IN WHICH THE Prick ADMINISTRATOR FouND THAT THE STANDARDS AND 
SPEcIFICATIONS UsEp IN THE REGULATION WERE IN GENERAL UsE IN THE TRADE OR 
Inpustry AFFECTED Prior To THEIR Us IN THE REGULATION OR HAD 
Been Previousty PromutcaTep AND THEIR Use LawFuLty 
RequirED By ANOTHER GOVERNMENT AGENCY 
MPR 280 (Specific Food Products) 8 F.R. 5165, 7566, 6357, 7196, 7599, 7670, 8065, 8180, 
9521, 9386, 9883, 10513 
MPR 289 (Dairy Products) 7 F.R. 10996, 8 F.R. 490, 1458, 1885, 1972, 3252, 3327, 4335> 
4513, 4337, 4338, 4918, 6440, 7566, 7593, 8276, 8751, 9380, 9229, 10667 
MPR 329 (Milk) 8 F.R. 2038, 2874, 3252, 3621, 4726, 5933, 5907, 6737, 8063, 9884, 
10731 
Supplementary Regulation No. 14 A (Milk and Milk Products) 8 F.R. 9885, 10514 
MPR 318 (Feathers and Down) 8 F.R. 1682, 2029, 6476 
RMPR 109 (Aircraft Spruce Lumber) 7 F.R. 10100, 8 F.R. 270, 2872, 4325, 4717, 6833, 
8614 
MPR 217 (Walnut Gunstock Blanks) 7 F.R. 7244 
MPR 281 (Navy Oak Ship Stock) 7 F.R. 10290, 8 F.R. 2107, 8678 
MPR 350 (Packers’ Tin Cans and Condensed Milk Cans) 8 F.R. 3781 
MPR - (Woodpulp) 7 F.R. 2843, 3576, 5059, 5564, 8997, 8948, 8 F.R. 321, 2334, 8877, 
1055 
MPR 400 (Merchants’ Prices for Fine Papers and Certain Paperboards) 8 F.R. 7556 
MPR 2 (Aluminum Scrap and Secondary Aluminum Ingot) 8 F.R. 8495, 8948, 9330 
MPR 131 (Camelback and Tire and Tube Repair Materials) 8 F.R. 10566 
MPR 300 (Rubber Drug Sundries) 8 F.R. 867, 1369, 1388, 1585 
RPS 58 (Wool and Wool Tops and Yarns) 8 F.R. 5988 
MPR 123 (Raw. and Processed Wool Waste Materials) 7 F.R. 3088, 3330, 3829, 6477, 
8948, 9325, 10708, 8 F.R. 9530 
MPR 141 (Raw Shearlings and Tanned Shearlings for the Armed Forces) 7 F.R. 3520, 
8949, 9812 
RPS 35 (Carded Grey and Colored Yarn Cotton Goods) 8 F.R. 1963, 5306 
MPR 118 (Cotton Products) 7 F.R. 3038, 3211, 3522, 3578, 3824, 3905, 4405, 5224, 5405, 
550 5836, 6005, 6484, 7451, 8217, 8941, 9002, 8948, 9969, 8 F.R. 274, 2338, 4137, 5306, 
7207 
MPR 127 (Finished Piece Goods) 8 F.R. 3057, 4851, 6181, 9023. 
IV 
REcuLATIONS IN WHICH THE Prick ADMINISTRATOR FouND THAT THE STANDARDS AND 
SpeciricaTions Usep IN THE REGULATION WERE IN GENERAL USE IN THE TRADE OR 
Inpustry AFFECTED Prior To THEIR Use IN THE REGULATION AND HAD BEEN 
PreviousLy PRoMULGATED AND THEIR Use Lawrutty REQuiRED BY 
ANOTHER GovERNMENT AGENCY 


MPR 317 (Locks and Lock Sets) 8 F.R. 1800, 1983, 6357 


MPR 413 (Hinges and Butt Hinges) 8 F.R. 8948, 9774 
MPR 385 (Specified Military Uniforms) 8 F.R. 6614, 8009, 10661 








392 Law anp ConTEMPORARY PRoBLEMS 


MPR 28 (Ethyl Alcohol) 8 F.R. 2339, 4256, 4852, 8016 
MPR 295 (West Coast Ethyl Alcohol) 7 F.R. 11115, 8 F.R. 129, 2599, 4930 


V 


REcuLaTions IN WHICH THE Pric— ADMINISTRATOR DETERMINED THAT IN SO FAR AS THE 
ReEGuLATION UsEp STANDARDS AND SPECIFICATIONS WuHiIcH WERE Not, Prior To SucH 
Uses, 1n GENERAL Use IN THE TRADE oR INDUSTRY AFFECTED, OR IN SO FAR AS 
TuHemr Use Was Nor Lawrutty Requirep sy ANOTHER GOVERNMENT 
Acency, WitH Respect To SucH STANDARDIZATION, No PrAcTICABLE 
ALTERNATIVE ExIsTED FOR SECURING EFFECTIVE Pric—E CoNTROL 


MPR 275 (Extracted Honey) 7 F.R. 9955, 8 F.R. 542, 1228, 2337, 3947, 8502, 9218 

MPR 296 (Flour from Wheat, Semolina and Farina) 8 F.R. 158, 612, 2598, 3703, 7547, 
7599, 8544, 9159, 10362, 10758 

MPR 298 (Rotenone and Pyrethrum) 8 F.R. 365, 5589, 6440 

RMPR 322 (Alfalfa Hay) 8 F.R. 8500 

RMPR 269 (Poultry) 7 F.R. 10708, 10864, 11118, 8 F.R. 567, 856, 878, 2289, 3316, 3419, 
3792 

MPR 333 (Eggs and Egg Products) 8 F.R. 2488, 3002, 3070, 3735 

MPR 372 (Used Domestic Washing Machines) 8 F.R. 5333 

MPR 429 (Certain Used Consumer Durable Goods) 8 F.R. 9877 

RMPR 162 (Used Typewriters) 8 F.R. 9779 

MPR 416 (Basic Refractory Products) 8 F.R. 8940 

MPR 313 (Prime Grade Hardwood Logs) 8 F.R. 1453, 2209, 2992, 5564, 6359, 10825 

RMPR 230 (Reusable Iron and Steel Pipe and Used Structural Pipe) 7 F.R. 7731, 7914, 
8935, 8 F.R. 1621, 3520 

MPR 411 (Reusable Steel Storage Tanks) 8 F.R. 8851 

RPS 4 (Iron and Steel Scrap) 8 F.R. 1952, 2431, 7264 

RMPR 148 (Dressed Hogs and Wholesale Pork Cuts) 7 F.R. 8609, 9005, 8948, 8 F.R. 
544, 2922, 3367, 4785, 7322, 7671, 7826, 8376, 8677, 10571, 10732 

RMPR 169 (Beef and Veal Carcasses and Wholesale Cuts) 8 F.R. 4097, 4787, 4844, 5170, 
5478, 5634, 6058, 6427, 7109, 6945, 7199, 7200, 8011, 8677, 8756, 9066, 9300, 9995 

RMPR 239 (Lamb and Mutton Carcasses and Wholesale Cuts) 7 F.R. 10688, 8 F.R. 
3589, 4786, 7679, 8677, 9066 

MPR 247 (Domestic Canned Crabmeat) 7 F.R. 8653, 8948, 11811 

MPR 252 (Vinegar Cured Herring) 7 F.R. 8875, 10476, 8 F.R. 3706 

MPR 299 (Sales by Canners of Tuna, Bonito and Yellowtail) 8 F.R. 364, 6440, 7489. 

MPR 303 (Frozen Canadian Smelts) 8 F.R. 619, 2107 

MPR 311 (Sales by Canners of Shrimp) 8 F.R. 1269 

MPR 336 (Retail Ceiling Prices for Pork Cuts and Certain Sausage Products) 8 F.R. 
2855, 4253, 5317, 5634, 6212, 7682, 8944, 9366 

MPR 389 (Ceiling Prices for Certain Sausage Items at Wholesale) 8 F.R. 5903, 6958, 
6945, 8185, 8677 

MPR 355 (Retail Ceiling Prices for Beef, Veal, Lamb and Mutton Cuts and all Variety 
Meats and Edible By-products) 8 F.R. 4423, 4922, 6214, 6428, 7199, 7827, 8185, 8945, 
9366 

MPR 364 (Frozen Fish and Seafood) 8 F.R. 4640, 5566, 7592, 11175, 12023 

MPR 384 (Sales by Processors of Salt Codfish, Hake, Haddock, Cusk and Pollock) 8 F.R. 
6110, 7489 

MPR 304 (Retail Ceiling Prices for Kosher Beef, Veal, Lamb and Mutton Cuts and all 
Variety Meats and Edible By-products) 8 F.R. 6364 
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MPR 398 (Variety Meats and Edible By-products at Wholesale) 8 F.R. 6945, 7351 

MPR 30 (Wastepaper) 8 F.R. 3845, 6109, 7350, 7199, 7821 

MPR 47 (Waste Rags, Waste Ropes and Waste Strings) 8 F.R. 270 

RMPR 130 (Standard Newsprint Paper) 7 F.R. 9251, 10255, 8 F.R. 1586, 2670, 7766 

MPR 266 (Certain Tissue Paper Products) 7 F.R. 9229, 10379, 11009, 8 F.R. 164, 606, 
9380 

MPR 344 (New Cotton, Linen and Underwear Cuttings) 8 F.R. 3198, 6109 

MPR 182 (Kraft Wrapping Papers and Certain Bag Paper and Certain Bags) 7 F.R. 
5712, 6048, 7974, 8997, 8948, 9724 

MPR 208 (Staple Work Clothing) 7 F.R. 6649, 8940, 8948, 10015, 8 F.R. 4887 

RPS 17 (Tin) 7 F. R. 1240, 2132, 2395, 4539, 8948, 8 F.R. 4782 

MPR 20 (Copper Scrap and Copper Alloy Scrap) 7 F.R. 713, 815, 905, 1131, 1245, 
1643, 2106, 2132, 2897, 3242, 3404, 3489, 5516, 6482, 6895, 8948, 8 F.R. 120, 3189, 
7556, 9388 

MPR 70 (Lead Scrap Materials) 7 F.R. 4000, 1346, 2132, 4586, 8708, 9848 

MPR 302 (Magnesium Scrap and Remelt Magnesium Ingot) 8 F.R. 609, 8842, 10433 

MPR 379 (Tool Steel Scrap) 8 F.R. 5844 

MPR 37 (Butyl Alcohol and Esters Thereof) 7 F.R. 6657, 7001, 7910, 8941, 8948, 8 F.R. 
6046, 8874, 9884, 10672 

MPR 170 (Anti-Freeze) 7 F.R. 4763, 5717, 8948, 8 F.R. 1232, 1813, 6951, 8070 

RMPR. 180 (Color Pigments) 8 F.R. 6053, 8842, 10432 

MPR 390 (Household Soaps and Cleansers Sold by Retail Food Stores) 8 F.R. 6428, 
8947, 9380 

MPR 391 (Household Soaps and Cleansers Sold by Manufacturers and Certain Whole- 
salers) 8 F.R. 6435 

RPS 63 (Retail Prices for New Rubber Tires and Tubes) 8 F.R. 2110, 2663, 4332, 5746, 
7597 

RPS 66 (Retreaded and Recapped Rubber Tires) 7 F.R. 8803, 8948, 8 F.R. 3174, 7381 

MPR 107 (Used Tires and Tubes) 7 F.R. 1838, 1981, 2394, 3891, 5177, 7365, 8586, 8799, 
8802, 8949, 8 F.R. 1584, 2206 

MPR 143 (Wholesale Prices for New Rubber Tires and Tubes) 8 F.R. 4326, 5746 

MPR 1 (Second-Hand Machine Tools) 8 F.R. 10116 

MPR 133 (Retail Prices for Farm Equipment) 7 F.R. 3185, 6936, 7599, 8948, 8 F.R. 
134, 2286, 10503 

MPR 136 (Machines and Parts and Machinery Services) 7 F.R. 5047 

RPS 7 (Combed Cotton Yarns and the Processing Thereof) 7 F.R. 1221, 2000, 2132, 
ye 2393, 2509, 2737, 3160, 3551, 3664, 5481, 8948, 9732, 10469, 8 F.R. 972, 5755; 
9205 

MPR 33 (Carded Cotton Yarns and the Processing Thereof) 7 F.R. 7557, 8948, 10070, 
8 F.R. 2345, 3526, 9750 

RPS 89 (Bed Linens) 7 F.R. 2107, 2000, 2132, 2299, 2739, 3163, 3327, 3447, 3962, 4176, 
4732, 7599, 8937, 8948, 8 F.R. 8070, 11245. 











BOOK REVIEWS 


LASKI ON AMERICAN DEMOCRACY 


ALPpHEUs THomMas Mason* 


American culture, especially in its political aspects, has always attracted foreign 
observers. This was true long before we had won our unquestioned supremacy in the 
modern world of finance, and, under the impact of American capitalist-political domi- 
nance, that interest has been greatly intensified. Harold Laski, a British scholar, and 
surely no stranger in America, now joins the ever-lengthening list of foreign commen- 
tators with his flooding literary torrent, The American Democracy.1 

The author’s uncanny genius is famous among his American friends. It is said that 
he can, on a single reading, quote verbatim long afterward an entire page or more from 
books and articles, that he confidently relies on memory for volume and page references 
to his source material, making the packs of index cards, so essential for the average 
scholar, for him a useless encumbrance. A friend tells of the terrific speed with which 
Laski dashes off articles and books. He had dined with Laski one evening and at nine 
o'clock his host excused himself, saying that he must prepare an article for The New 
Republic. An hour later he appeared and handed his guest a sealed envelope containing 
the finished manuscript with the request that he post it on his way home. 

This book comes pretty close to being the result of Laski’s life work. In wordage it 
has the epic proportions of a magnum opus. Certain reviewers rate it as Laski’s “big 
book”;? others are less certain. Only time can determine its true stature and usefulness, 
its significance for our future. 

The book has been in specific contemplation only since 1937, but materials have been 
accumulating since 1916 when the author joined the Harvard faculty. “I realized,” Laski 
says of this initial American engagement, “that, as a European, I had entered upon an 
experience wholly different in character from anything I had known.”* During more or 
less prolonged periods throughout the intervening years, he has been in America as visitor, 
lecturer, and teacher at various institutions, including (besides Harvard) Yale, the Uni- 
versity of Chicago, and the University of Washington. Laski settled down among us, 
made innumerable friends, and got the “feel” of American life in different sections of 
the country, When he was not on American soil, close friends, such as Felix Frankfurter, 
kept him abreast of our affairs. Certainly no other foreign commentator has had such 
opportunities to study the vast subject of which he writes, not even de Tocqueville or 
Bryce—the immortals with whom Mr. Laski’s publishers firmly place their author. 

Their confidence in rating Laski’s volume with the French aristocrat’s classic, Democ- 


’ “ 


racy in America (1838) and Bryce’s “great work,” The American Commonwealth (1888) 
* Professor of Politics, Princeton University. 
7? THe AmeERiIcAN Democracy: A CoMMENTARY AND AN INTERPRETATION. By Harold J. Laski. New 
York: Viking Press, Inc., 1948. Pp. x, 785. $6.50. 
* Miller, Book Review, 166 THe Nation 689 (1948). 
* Commager, Books, N. Y. Herald Tribune, June 6, 1948, p. 1, and Schlesinger, Book Review Section, 
N. Y. Times, June 6, 1948, $7, p. 1. 
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challenges our inquiry. There are in fact points of similarity as well as of difference. 
All three books are works of great mass and sweep, touching nearly every aspect of our 
culture. All three are by writers of acknowledged learning and established repute. Here, 
however, similarity seems to end. 

De Tocqueville brought to his work a philosophic cast of mind coupled with rare 
discernment and a polished literary style. As an aristocrat he naturally entertained certain 
social predilections, haunting doubts about democracy, though he seldom let them show 
through. The Frenchman came to America wanting to know profoundly about democ- 
racy, to probe its character, appraise its standing, and evaluate its future, not only in 
America but in the world. “I confess that in America,” he wrote, “I saw more than 
America; I sought there the image of democracy itself, with its inclinations, its character, 
its prejudices and its passions, in order to learn what we have to fear or to hope from its 
progress.”® 

De Tocqueville, like Laski, had the advantage of writing during a period of swift 
transition: the former in the heyday of Jacksonian democracy, the latter as Roosevelt’s 
New Deal was at its peak. To study a society during such surging times is an advantage 
because then a people’s character and institutions reflect their most vivid hues, and reveal 
their most striking qualities. De Tocqueville’s work gained in full measure from this, 
while a similar fortuitous circumstance in the case of Laski seems to have been less reward- 
ing. In the 1830’s de Tocqueville saw America, like France, truly in the throes of revolu- 
tion. This may explain why he successfully portrayed our political tradition in all its 
manifold complexity. Laski prefers to minimize the changes that took place in our 
1930's, considering as he does that what happened under Franklin D. Roosevelt was “in 
no sense a revolution.”® Yet here, as elsewhere, he unites richly detailed knowledge and 
acute observation with dogged adherence to the deterministic theory of history. 

De Tocqueville saw America embarked on political experimentation attended by risk 
of failure but with a reasonably good chance of success. Danger had to be faced from 
all sides. He cited the mob passion for mere change, on the one hand, and, on the 
other, the stubborn refusal of privilege “to move altogether for fear of being moved too 
far.”* For him both attitudes were destructive of any orderly progress. De Tocqueville 
was certain that America would have to reckon with blind change as well as with blind 
opposition to change. But what impressed him most was our equalitarian drive for “the 
progressive elimination of privilege and inequality”—“the great gravitational principle of 
the future,” he called it. On the basis of his findings over here, de Tocqueville concluded 
that democracy was neither “a brilliant and easily realized dream,” nor was it to be 
identified with “destruction, anarchy, spoliation and murder.” 

“I have attempted to show,” he writes, “that the government of a democracy may be 
reconciled with respect for property, with deference for rights, with safety for freedom, 
with reverence for religion. . . .” 

Mr. Laski’s pages are decidedly less reassuring. America, he holds, is now faced with 
hard and narrow alternatives. We must either voluntarily democratize industry, destroy 
capitalist dominance, or be faced with a mass protest that can be neither appeased nor 
suppressed. Laski views our “historic American tradition, for all its great achievements” 
with “uncertainty and even suspicion.” “Americans have refused to ask themselves,” he 
suggests, “whether the historic principles of their tradition can be adapted to the environ- 
ment of a new time. . . . And, to the outsider, that refusal to inquire was something it was 

51 Avexis DE TocquEVILLE, Democracy IN AMERICA 14 (3d ed. 1946). 
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396 Law anp ConTemporaRY PRroBLEMs 


hard not to connect with the character of the answers they were suspicious they might 
receive. For they were deeply aware not only of the increasing tensions of our society; 
even more, they were aware that when, in a period of crisis, increasing tensions demand 
new formulas, we must move from one set of social ideals to another set, and adapt to the 
claims of these the form of economic and political organization which is proving obsolete, 
and even dangerous.”® 

And later on Laski says: “. . . it is hardly possible, on the evidence, not to feel that the 
impersonal forces of the world are shaping American destiny in a democratic direction 
which no party can deny and yet survive. Here is the real promise of American life”®— 
i.€., in vital response to world forces. 

The Scottish Bryce lacked the philosophic bent as well as the literary facility of 
both de Tocqueville and Laski. A profound student of comparative political institutions, 
Bryce necessarily employed a descriptive and analytical method. He thought of his 
task as that of exposition rather than interpretation or judgment. Bryce wanted to know 
what kind of government the English had developed in America. A man of affairs and 
statecraft as well as an accomplished observer, he gave significance to American institu- 
tions by placing them in their comparative setting. The result is a book which Woodrow 
Wilson lauded, in his famous review of March, 1889, as “exact,” “passionless,” “discrimi- 
nating and scientific.”?° 

Bryce, even more than de Tocqueville, shies away from prophecy. In words that 
contrast strikingly with Laski’s almost categorical certainty of what the future holds, 
Bryce cautiously observes: “No one doubts that fifty years hence [America] will differ at 
least as much from what it is now as it differs now from the America which Tocque- 
ville described.”14 

One sees in Laski’s book something of the comparative approach that so plainly marks 
The American Commonwealth. .But whereas Bryce was wont to set specific American 
habits and institutions off against those of his own countrymen, Laski has before him 
the “massive” figure of Karl Marx. “The simple fact is,” Laski observes in an aside, “that 
the American educational system reflects the character of the economic system within 
which it functions. . . . One could no more expect a capitalist society to permit its 
teachers generally to undermine the foundations of private property than one could expect 
the schools and universities of the Soviet Union to admit teachers whose energies are 
devoted to expounding the fallacies of Marxism. . . .”!? 

*p, 38. *P, 82. 20 4 Por. Scr. Q. 153, 159 (1889). 

171 James Bryce, THE AMERICAN COMMONWEALTH 902 (rev. ed. 1911). 

12 Pp, 22-23. As I write word comes that Mrs. Oksana S. Kasenkina, a Russian teacher, faced with 
the prospect of being returned to her native land, risked her life by jumping from a third-story window 
of the Russian Consulate in New York. For her, apparently, this was a preferable alternative. 

About the same time one of the best known Russian geneticists, Professor Anton R. Zhebrak, publicly 
renounced through a letter to Pravda the “heresies” he formerly held in common with the bulk of the 
world’s scientists. Professor Zhebrak concedes that his opponent, Professor T. D. Lysenko, is right in 
contending that environment rather than the gene determines the characteristics of plants. In Russia the 
theories of Mendel, Morgan, and others must be discarded as but part of a “bourgeois fraud” by which a 
dying capitalist society seeks vainly to keep itself alive. See N. Y. Times, Aug. 25, 1948, §1, p. 1, col 6. 
Laski’s comparison, though obviously extreme, is not entirely groundless. Witness the banning of the 
liberal magazine, The Nation, July, 1948, from the New York public school system, the notorious case 
of Dr. Edward U. Condon, and so on. Nor does authoritarianism always take a political form. John 
H. Vincent, in a letter to The New York Times commenting on Professor Zhebrak’s announcement, 
points out that though American scientists may be relatively free from political dogma, they are subjected 
to illiberal scientific dogma. He writes, in part: “Let it be rumored that an instructor has Lamarckian 
leanings, and his prospects of professorship approach those of his becoming President of the United 
States. He will not be sent to Alaska, but he may soon find himself running a filling station.” N. Y. 


Times, Aug. 27, 1948, §1, p. 18, col. 7. 
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Students of politics are well aware that liberty is never so complete (even in America) 
as not, on occasion, to be subjected to the arbitrary control of government or of organized 
groups or of mass preferences and prejudices. Nor is authority ever so complete (even 
in Soviet Russia) as to allow no individual freedom whatsoever. Nevertheless, Laski’s 
rather easy equating of such academic freedom as we more or less have in America with 
the arbitrary political control generally exercised over individuals by the Soviet police 
state scarcely warrants the encomiums Wilson bestowed on Bryce’s work as “thorough,” 
“exact,” “passionless,”!* 

In spite of certain rather obvious predilections, Laski, being active in both academic 
and practical affairs in his own country, and occasionally enjoying the advantage of an 
insider in American politics, does give his book that “air of practical sense” which per- 
vades Bryce’s pages. Yet an important difference should be noted. Bryce’s coolly factual 
exposition, though illuminated throughout by acute observation and suggestion, is almost 
completely devoid of any unifying theme or working hypothesis. Laski’s materials, in 
sharp contrast with both de Tocqueville and Bryce, converge into a passionate, dynamic 
thesis. It appears, at times, almost as if Laski had settled on his conclusions at the outset 
and then selected from books, monographs, conversations, and his own observation the 
evidence necessary to sustain these conclusions. This, more than anything else, is what 
distinguishes his volume from the works of both de Tocqueville and Bryce. Nor is it 
unexpected. 

Laski’s political point of view, his way of handling public issues, his specific interpre- 
tation of institutions—all are well known. The American Democracy had to be, as the 
publishers say, “an examination of America from a socialist, non-communist point of 
view.” One can only regret that the standpoint is so insufficiently integrated. The book 
manifests a split personality, combining the precision of the scholar with the sweeping 
generalization of the pamphleteer. The chapter on Minority Problems apart, this tends to 
be true whether the topic discussed is education, business enterprise, religion, or foreign 
affairs. Consider his treatment of education: Few Americans (not even Jacques Barzun in 
his notable Teacher in America (1945)) have exposed more clearly the plethora of uni- 
versity administration, its want of any unifying policy, its wasteful stress on devices, its 
blindness to the vital role of the teacher. But certain academicians may be inclined to 
question such statements as this: “There have been few colleges which did not assume 
that the character of their training should be ultimately controlled by the successful 
businessman.”!4 

Members of the academic community know, or think they know, that the really influ- 
ential teachers are not those who day in and day out hymn hosannas to Free Enterprise, 
but rather those on whom Laski himself draws, scholars who have freely queried the 
sanctity of “the American way,” men who know that “if we are to guide by the light of 
reason we must let our minds be bold.” Academicians and others may be able to cite 
quite a number of institutions where such teachers are not muzzled by wealthy industrial- 
ist-banker trustees, as Laski would seem to imply. But these academic oases should not 
close our eyes to obsequious hints such as those in the bronze plaque in Kirby Hall at 
Lafayette College, which has proclaimed for over twenty years: 

This Hall of Civil Rights is the gift of Fred Morgan Kirby to provide facilities 


for instruction in the Anglo-Saxon ideals of the true principles of constitutional 
freedom including the right of a man to own property and do with it as he will.... 


Laski’s basic principle is set forth at the very beginning in two interchangeably 


18 See note 10 supra. 
ep a35 
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repetitious chapters. The Marxian truism, quoted more than once, that “the ruling ideas 
of an age are the ideas of the ruling class” gives the theme of the book. America’s ruling 
class is, of course, the businessmen. “There has never, as yet, been a time,” Laski tells us, 
“when the character of the American state power has been shaped by philosophy which 
the owning class has not been able to define.” The philosophy of American business 
not only determines the ideological context within which the teacher must operate, but 
also supplies “an ideal to which [the churches] have lent the immense prestige they 
possess.”1® The businessman’s interests and ideas, Laski insists, are about equally con- 
trolling in radio, cinema, and in shaping the course of our foreign policy. And so runs 
the Marxist refrain through long, richly rewarding chapters, full of detail, keen analysis, 
and biting epigram. 

The severity of Laski’s indictment of the “owning class” for our failure to fulfill the 
hopes implicit in the Declaration of Independence rests, in part, on his unwarranted 
assumption that our tradition was initially democratic. Except under the temporary 
political enthusiasms generated by the impending revolutionary struggle against Britain, 
our tradition has never been wholly democratic. Certain “defects” in the institutions 
born of democratic fervor after 1776, especially the state constitutions and the Articles of 
Confederation, were explained in terms of “unexperience” by men holding views as 
widely divergent as those of Jefferson and Hamilton. Within a few years after the 
breaking off from the mother country Jefferson disparaged the “unexperience in the 


science of government” which he saw reflected in the first constitution of Virginia. About 


the same time (1782) Hamilton spoke of the “very vague and confined notions of the 
practical business of government” with which the colonists had begun the Revolution. 
Hamilton reverted to the same theme in The Federalist, Number 26, saying that “it was 
hardly to be expected that in a popular revolution the minds of men should stop at that 
happy mean which marks the salutary boundary between Power and Privilege, and com- 
bines the energy of government with the security of private rights.”17 “The science of 
politics,” Hamilton had said in The Federalist, Number 9, “like most other sciences, 
has received great improvements.”1® Madison likewise believed that new political dis- 
coveries made it possible, as he put it in The Federalist, Number 10, “to secure the public 
good and private rights and at the same time preserve the spirit and form of popular 
government.”?® 

The advances Hamilton et al. had in mind took the form of constitutional axioms and 
devices whereby popular power, so unequivocally sanctioned in the Declaration of Inde- 
pendence, could be harnessed, checked, and divided to the end that encroachments on 
individual liberty and, above all, on the rights of property might be prevented. Indeed, 
if there was any point on which the Founding Fathers were agreed it was that stated by 
Elbridge Gerry on the floor of the Philadephia Convention: ““The evils we experience 
flow from the excess of democracy.” 

“Democracy,” Charles A. Beard wrote in 1943, “still carried such a dangerous or 
dubious flavor that it was not used at all in the Declaration of Independence, or in any 
of the great state papers of the Revolution or in any of the first state constitutions. It 
did not appear in the Constitution of the United States.”*4 Beard goes so far as to say 

4*P, sr. avr, gaz 

17 Tre Feperatist, No. 26 at 163 (Hentose ed. 1945). 

48 Id., No. 9 at 49. 

19 Id., No. 10 at 58. 

*°T Max Farranp (Ed.), Recorps OF THE FeperaL ConveNTION oF 1787 48 (1927). Edmund 
Randolph, William Livingston, and Roger Sherman, among others, expressed the same views. 

*1 CHarces A. BEARD, THE REPUBLIC 30 (1944). 
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that democracy was not appropriate as describing the dominant characteristic, name, or 
symbol of our political and social faith until Woodrow Wilson and World War I. But 
despite such repugnance or scant recognition, Beard concedes that “the actual law of the 
land has been moving in the democratic direction.”?” 

With his customary brilliance, Laski does full justice to the powerful role played by 
property in the drama of our culture. He does less than justice, I think, to the effective 
idealism persistent in our various reformist movements and given timeless expression in 
the Declaration of Independence.?* He accords insufficient attention to the substantial 
achievements of the peculiarly American passion that caught de Tocqueville’s discerning 
eye—our inexhaustible urge for equality. Laski is impressed, and rightly so, by the fact 
that this revolutionary principle based on human rights and the popular power flowing 
therefrom has been constantly confronted by the counter-revolutionary principle based on 
rights of property.?* He is almost fatally discouraged as he observes how our persistent 
effort to consolidate and extend the gains implicit in the American revolution has been 
stubbornly challenged, frustrated, and, on occasion, defeated. He may do his readers a 
disservice in obscuring the more vital fact noted by Beard—that vested interests, by and 
large, have fought a losing battle, that we have been, and are now, moving in the demo- 
cratic direction. Progress has been slow but steady. 

Though the Founding Fathers feared democracy and despised the mob, they did not 
dare repulse every democratic aspiration. In all great American debates where the isgue 
of-human rights versus property rights has been squarely posed, the claims of democracy, 
of human rights, have been upheld by able champions. When Hamilton and Madison 
advocated, in the Philadephia Convention of 1787, separate and independent representa- 
tion for property and constitutional devices to hamper popular power, George Mason, 
while admitting that “we had been too democratic,” called an abrupt halt lest we 
“incautiously run into the opposite extreme.” “Notwithstanding the oppression and 
injustice experienced among us from democracy,” Mason warned, “the genius of the 
people is in favor of it, and the genius of the people must be consulted.”*° The result 
was that every proposal for fixing property as a basis of voting or office holding was de- 
feated and this whole troublesome business left to the states to be dealt with as they saw 
fit. Here certainly was a time when American national power was shaped by a philoso- 
phy which the owning class was not able to define. Property qualifications of all sorts 
were voted down not because the “owning class” did not favor such expedients but 
“because they saw no prospect of getting them accepted.”?6 

A generation later various state conventions were called to level constitutional barriers 
which the early state constitutions had thrown around property as safeguards against 
popular power. As in the Federal Convention, existing constitutional barricades were 
strongly defended and justified by some of the ablest men in the country, including 
Chancellor James Kent in New York, Abel Upshur and John Randolph in Virginia, and 
Daniel Webster in Massachusetts. But their efforts were unavailing against the argu- 


22 Id. at 34. 
*8 The Englishman, J. B. Priestly, provides a corrective to Laski’s failure to give due weight to this 


endemic revolutionary strain in American culture. “An American,” Priestly writes in the January, 1949, 
number of Coronet, “is brought up with the high burning phrases of great revolutionaries, themselves 
starry-eyed, forever ringing in his ears. To forget them, to act against their hope and faith in men, is 
to take an axe to his own roots. . . . There is in the American mind, just because it is an American 
mind, an idealism that cannot be quenched, a small voice of conscience that all the hokum in the world 


cannot drown.” 
24 See p. 10. 
25 FARRAND, OP. cit. supra note 20, at 101. 
26 See Epwarp S. Corwin, THE TWILIGHT OF THE SUPREME CourT 52 (1934). 
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ments of men less eminent, but more persuasive. “The tendency of universal suffrage,” 
Kent had argued, “is to jeopardize the rights of property and the principles of liberty.”?7 
In a telling argument an obscure Mr. Cramer retorted: “Men .. . in defense of their 
liberties, and to protect the property of this country, have hazarded their lives. They 
could, without apprehension, be permitted to handle their muskets, bayonets, powder 
and balls; but, say the gentlemen (Kent) it will not be safe to trust them with tickets at 
the ballot boxes.”?® Cramer’s argument won; universal manhood suffrage was soon 
achieved. Again the character of state power was shaped by a philosophy which the 
“owning class” was “not . . . able to define.” Privilege found other and more subtle ways, 
it is true, of safeguarding its interests, but unconquerable idealism has continued to battle 
and to advance, despite the most stubborn resistance of privilege. 

The victory has not been fully achieved by any means, but our idealism, our faith 
in the power of reason to get a hearing and thus shape human destiny, remains undi- 
minished.”® It was this clear vision of the good life to be won according to blueprints 
fashioned by reason (not by “large and impersonal forces”) that imparted so much un- 
conquerable voltage to Roosevelt’; New Deal. Electoral acceptance of Roosevelt’s reform 
program in 1932, in 1936, in 1940, and finally in 1944 embodied and empowered changes 
of extraordinary significance as to the theory of the relation of government to the main- 
tenance of our system of private profit and free enterprise. New Deal successes are 
revolutionary not in undermining or destroying this system, but as marking a break with 
the longest and deepest line in that aspect of the American tradition which Mr. Laski so 
heavily underscores—“rugged individualism”’—the tradition which looked upon the 
government with “doubt and suspicion,”®° the dogma that identifies individualism with 
laissez faire and considers liberty as possible only in a society relatively free from state 
regulation and control. Against all this is the New Deal doctrine that under the com- 
plexities of industrialism, of highly organized group interests and sterile, self-defeating 
conflicts, liberty is possible only if government, and not industrial management or owner- 
ship, is the dominant though not the absolute power. New Dealers recognized that under 
conditions so vastly changed since 1850, our government could no longer be confined to 
narrow bounds of “defense and order,”*! that freedom is the great aim of the state— 
freedom to be won by the positive acts of government. Mr. Laski himself suggests a 
certain measure of the changes thus wrought when he concedes that “Roosevelt’s policies 

27 REPORTS OF THE PROCEEDINGS AND DEBATES OF THE CONVENTION OF 1821, ASSEMBLED FOR THE 
PurposE oF AMENDING THE CONSTITUTION OF THE STATE OF NEw York 221 (1821). 

8 Id. at 239. 

*° The following from William Allen White’s autobiography illustrates the spirit that has pervaded 
our history: 

“Looking back now more than thirty years, I can shut my eyes and see that Bull Moose convention 
of 1912, see their eager faces—more than a thousand of them—upturned, smiling hopefully, with joy 
beaming out that came from hearts which believed in what they were doing; its importance, its righteous- 
ness. 

“It seemed to matter so very much, that convention of zealots, cleansed of self-interest and purged of 
cynicism. I never have seen before or since exactly that kind of a crowd. I impressed it on my memory 
because I felt as they felt—those upturned, happy faces. 

“And now they are dust, and all the visions they saw that day have dissolved. Their hopes, like 
shifting clouds, have blown away before the winds of circumstance. And I wonder if it did matter 
much. Or is there somewhere, in the stuff that holds humanity together, some force, some conservation 
of spiritual energy, that saves the core of every noble hope, and gathers all men’s visions some day, 
some way, into the reality of progress? 

“I do not know. But I have seen the world move, under some, maybe mystic, influence, far enough 
to have the right to ask that question.” THe AurosiocrapHy oF WILLIAM ALLEN WuiTE 627 (1946). 

iP; %, 51 Ibid. 
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gave a direction to the economic life of America from which it will be very difficult for 
his opponents to go back.”®? The 1948 presidential election seems to’ bear this out. 

It is hard to discover precisely what the 1930’s mean to Mr. Laski. On page 36, he 
tells us that under F.D.R. “property was everywhere on the defensive.” On page 81, he 
recognizes that “President Franklin Roosevelt brought into being the positive federal 
state.” Of the period after 1933, he writes: “The era of the positive state had arrived in 
America as decisively as in Europe; and with the arrival of the positive state there was no 
room for negativism in the White House any more than in Downing Street or in the 
Kremlin.”#3 For a culture so completely under the dominance of businessmen as Laski 
repeatedly says it is, for a tradition in essence individualistic, always tending, as he cor- 
rectly observes, to look upon the state as at best a necessary evil, Roosevelt’s achieve- 
ments appear, on the author’s own showing, hardly short of revolutionary. 

Nor do I think it quite fair to say, as does Mr. Laski, that President Roosevelt was 
“driven on by large and impersonal forces which he rarely stayed to examine.”** Mr. 
Roosevelt, beginning with his famous campaign speech at the Commonwealth Club, 
September 23, 1932, stated emphatically and repeatedly the far-reaching significance of 
the policies he then advocated and later, when in office, got enacted into law. On January 
11, 1944, he formulated a new Bill of Economic Rights. These new goals he knew would 
have to be realized not by “large and impersonal forces” but by considered acts of govern- 
ment. He saw all along what Mr. Laski’s book makes so clear—that our so-called free 
enterprise suffers chiefly from self-inflicted wounds, that the most serious inroads on 
the integrity of our economic system have been made by overweening economic power, 
and that government would have to safeguard society against such power.®® 

Mr. Laski is able, as we have seen, to think of the transformation that took place 
under President Roosevelt’s leadership as “in no sense a revolution,” but his opponents 
never could do so. They saw government control of their power cartels as “overthrowing 
the very fundamentals of our country’s tradition.” One measure of the changes Roosevelt 
wrought is the extraordinary lengths to which the opposition went then and is now 
prepared to go in order to block the regulatory power of government. It is all too evident 
now that to forestall any repetition. of New Dealism, economic privilege will strike at 
the jugular vein of popular government, i.e., at freedom of thought and speech. “I do not 
believe,” Robert S. Lynd writes in a recent article, “that business intends to allow another 
New Deal, with its free-wheeling populism, to happen.”*® Industrial management now 
seeks, Lynd says, to infiltrate opinion-making bodies—schools, churches, women’s clubs, 
etc.—at the grass roots. Any future New Dealism might conceivably be nipped in the 
bud by controlling the very processes of democracy through such enactments as the 
Mundt-Nixon bill. This measure is only one sign among many pointing us toward 
the hard alternative Laski so fatalistically foresees—“to fulfill the democratic ideal or 
. .. wholly to deny it.”87 

Mr. Laski’s book does the reader its greatest service in confronting him sharply with 
the question whether a political system characterized, as ours is, by ambiguity, by balance 
and tension between public power and private rights, can survive in the present world. 
It has been possible previously, Laski suggests, to maintain the always perilous, always lop- 
sided balance Madison envisaged, because Americans generally, regardless of status, believed 

#2, 182. *°P. 77. **P. 81. 

85 See especially F. D. R.’s campaign speech, Oct. 14, 1936, when he argued that “It was this admin- 
istration which saved the system of private profit and free enterprise.” V THe Pustic Papers AND 
AppRESSES OF FRANKLIN D. RoosEvELT 480 (1938). 

8®Tynd, Can Liberalism Do It? New Century, May, 1948, pp. 5-7. 
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so tenaciously that this system was basic to their freedom. This is no longer true, Laski 
thinks, because Americans in ever-growing numbers know that the balance has in fact been 
broken; that the much vaunted free-enterprise system, since about 1870, has been in 
process of destruction by concentrated economic power. And so the prospect Americans 
could formerly entertain of becoming independent in their own shop or trade, or on their 
own land, has dimmed. From now on protection of so-called free enterprise from 
“radicals” is not, Laski contends, likely to impress the average American as urgent or 
essential to his freedom. The conclusion is that the American political tradition, once 
unique, cannot remain so, not only because of impersonal forces at work within our own 
community but also because of cosmic economic and social factors beyond our borders. 
“. .. the peculiar complex of qualities we call Americanism,” Laski observes, “is now 
subject to much the same forces as the peculiar complex we call European.”38 

Laski, in short, maintains that traditional Americanism is outmoded. If the United 
States of America is to fulfill the democratic hopes expressed in the Declaration of Inde- 
pendence, the paralyzing grip of economic power must be completely broken. “Ameri- 
canism must come to mean the same thing for the sharecropper of Arkansas as for the 
stockbroker on Park Avenue in New York City, for the steel worker in Pittsburgh as for 
the corporation lawyer in Wall Street . . .”°® This would be a revolution! 

It will not be easy, Laski admits. Lenin, he reminds us, was able to cut “the Gordian 
knot of passionate disagreement upon first principles by embarking upon a violent revolu- 
tion .. ."4° The task in America will be greater, Laski thinks, because (among other 
reasons) the bourgeoisie has a firmer hold and much more at stake. But the effort must 
be made, because “any interventionism [government] which seeks to maintain at once 
private ownership in the means of production, adequate living conditions for the masses, 
the power to make profit in national and international competition, and to use the State 
power as a neutral authority standing, without bias, between contending parties in the 
intricate, often antagonistic, complex of relationships in the modern community, is doomed 
to fail.”*1 

Does the course of history dictate any such inevitable fate? Machiavelli says, “Fate 
is inevitable only if not resisted.” To declare that America must go one way or else, one 
must read into our tradition, as Laski does, the deterministic monism of Karl Marx. . One 
must minimize the fact, as Laski sometimes does, that our politics, for better or worse, is 
dualistic in foundation and in development. On the economic side, we recognize prop- 
erty as the basis of power and right; on the political side, we make numbers the basis 
of power and right. Throughout our history these two have been in competition and 
conflict. Our tradition has sustained class conflicts amounting at times to civil war; but 
is it likely that class lines will be frozen, as Laski seems to believe, to such a point that 
overlapping interests completely disappear?4? Does the fine fruit of our tradition consist, 
as Mr. Laski seems to think, in unrestrained dominance of the political over the economic, 
in substitution of the dominance of labor for the dominance of capital? Is the effort 

38 Pp. 756. ®°P. 760. 

“°P. 760-761. “P. 754-755. 

‘2“The argument, drawn from history,” John Dewey observes, “that great social changes have been 
effected only by violent means, needs considerable qualification, in view of the vast scope of changes 
that are taking place without the use of violence. But even if it be admitted to hold of the past, the 
conclusion that violence is the method now to be depended upon does not follow—unless one is com- 
mitted to a dogmatic philosophy of history. The radical who insists that the future method of change 
must be like that of the past has much in common with the hide-bound reactionary who holds to the 
past as an ultimate fact. Both overlook the fact that history in being a process of change generates 
change not only in details but also in the method of directing social change.” Joun Dewey, LipERALISM 
AND SoctaL Action 82-83 (1935). 
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to hold level tension between the two, and to maintain a continually balanced relationship 
between the various interests within society, inevitably doomed to failure? At one point 
Laski himself seems to lean toward a negative answer: 


Americanism is multiform, and it is also, at its very roots, nonconformist. 
No one can fully shape it the way he wants it to go—no president and no million- 
aire, no labour leader and no intellectual; and it is not even shaped by all the 
objective consequences of its mass production system. Something is always escaping 
to be itself; something is always emerging to protest that things must be done 
another way; there is always an ardent clash between traditionalist and reformer 
which makes the consequential Americanism different from what either of them 
dared both to hope and to fear.** 


Laski has similar insights elsewhere, only to lapse now and again into the attitude 
which Edmund Burke attributed to the French revolutionists: “Liberty is always to be 
estimated as perfect as property is rendered insecure.”** 

Laski writes in the iconoclastic literary tradition of J. Allen Smith, Vernon A. Par- 
rington, and Charles A. Beard (unrevised) without giving the reader the sense of ad- 
venture and discovery that made these writers exciting in their day. To regrind the 
academic grist of a generation or more ago is not calculated to yield a wholly satisfactory 
analysis of the living present. The reader’s confidence is further shaken by slips of memory, 
as on page 78 where Burton K. Wheeler, Progressive Party candidate for vice-president 
of the United States with Robert M. LaFollette in 1924, is referred to as “Democratic 
candidate for the Vice-Presidency”; by confusion of sources, as on page 252, where the 
seasoned words of Charles Francis Adams, Jr., written in 1871, are erroneously credited 
to twenty-three-year-old Brooks Adams. Laski then ties it all up neatly with what Brooks 
Adams really wrote “thirty years later,” actually in 1913. 

The American Democracy suffers from the author’s truly extraordinary gifts—his 
unusual memory, his great literary talent. One ventures to suggest that in this instance 
if Laski had spent less time in writing and more in cutting and revising, the volume 
would have exhibited in greater degree the sort of close reasoning which readers of his 
earlier works expect. 

In a book so eminently worth while, one hesitates to elaborate stylistic defects— 
unconscionable wordage, tiresome repetition of pet ideas, illustrations, literary allusions, 
and phrases—all faintly reminiscent of an old phonograph record monotonously spinning 
along its grooves. (Among others, Mr. Laski seems over-addicted to the word “massive.” 

Without being a great work, in a class with de Tocqueville or Bryce, Laski’s com- 
mentary is, nevertheless, a sociological document no student of American politics can 
afford to ignore. His alert eye and inquiring mind have scanned our banalities, our 
foibles, our idiosyncrasies and defects, as well as our more seemly qualities and enduring 
achievements. What is more, scattered through the book are passages in which he puts 
what he sees in matchless prose. As a friendly, devastating critic, Laski surpasses G. 
Lowes Dickinson at his best. His analysis of certain American personalities, such as Henry 
Luce and H. L. Mencken, is at times merciless, the more so because it so often squarely 
hits the mark. Can anyone, after reading what Laski writes about, say, Time magazine 
or the Reader’s Digest, allow himself to be caught with either of these fabulously popu- 
lar periodicals in hand without a sense of apology, of shame? 

In his earlier writings our author noted the unsettling effect of the French revolution 

il I 

44 Epmunp BurKE, REFLECTIONS ON THE FRENCH REVOLUTION 43 (Maynard's English Classic Series, 
Nos. 160-161). 
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on Edmund Burke. Have the Russian upheavals since 1917 wrought similar havoc in 
Harold Laski? Burke’s brooding fears of the cosmic force of events in France after 1790 
blunted his shrewd sense of history, impaired his customary mastery of facts, moving him 
to pour out irresponsible rhetoric in his Reflections on the French Revolution. Burke’s 
passionate concern to preserve monarchy, church, and nobility against change drove him, 
as Thomas Paine once remarked, “to pity the plumage and forget the dying bird,” per- 
mitting him to pass over the well-nigh inexhaustible potentialities of the French revolution 
in terms of human freedom and social betterment. Likewise, Laski, in revolt against 
Czarist evils, enamoured of the Soviet Union’s “massive” economic and social achieve- 
ments, appears at times to be carried away by the “equal opportunities for self-advance- 
ment” he envisages for the individual in the Soviet state. But are not all such proclama- 
tions of equality, etc., appealing as they are in terms of man’s spiritual aspirations and 
economic needs, merely “rhetorical fig-leaves” that cannot hide the naked fact, seen by 
President Roosevelt, February 10,1940, that “the Soviet Union is run by a dictatorship as 
absolute as any other in the world”?*° In any event, Laski seems now to have lost some- 
thing of that breadth of vision, that incisiveness of mind, which earlier gave promise of 
winning for him a place in political philosophy alongside John Stuart Mill. 

This is not, however, to minimize Laski’s constructive service as the most penetrating 
critic of capitalist democracy in our time. It is rather to suggest that his greatest contribu- 
tions have been made at a more practical, less academic level. The American Democracy, 
like all Laski’s writings of more recent years, contains materials of special value for those 
least likely to pay him heed—the short-sighted businessman, full of power and swagger, 
obtuse no less to the general interest than to his own. Laski does for the American “man 
of property” a service equal at least to that rendered by Galsworthy to his English counter- 
part. This book may not find its main target; but for that, as already suggested, the 
author himself must share the blame. 

“5 Laski does himself a disservice in this book in not making it perfectly clear that he is under no 


illusions about the Soviet Union’s “democracy,” as he has done in the columns of The Nation and 


elsewhere. See especially his articles, Why Does Russia Act That Way, 164 THe Nation 239 (1947), 


and Getting On With Russia, 166 THe Nation 34 (1948). 
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Tue Controt or Atomic Enercy. By James R. Newman and Byron S. Miller. New 
York: Whittlesey House, McGraw-Hill Book Company, 1948. Pp. xiii, 434. $5.00. 


Three and a half years after the United States dropped an atomic bomb on Hiroshima 
the world has still not advanced beyond the threshold of the atomic era. The chasm 
separating the United States from the Soviet Union may be measured by the complete 
failure of the two countries to agree within the framework of the United Nations on a 
mutually acceptable plan for the international control of atomic energy. Our own 
difficulties are magnified by the necessity of making an adjustment on the domestic 
national level between regulation of atomic energy and the fundamental political and 
social tenets of our society. 

While much thought must be devoted to both the international and national problems, 
American attention for the most part has neglected the domestic one. For this reason 
the published work of two lawyers, James R. Newman and Byron S. Miller, should be 
welcomed. The Control of Atomic Energy attempts to do two things: to explain in 
great detail the provisions and ramifications of the 1946 Atomic Energy Act, and, on a 
broader scale, to point out certain conclusions as to the significance of the Act for the 
American way of life. To a certain extent, perhaps, the devotion to the first purpose 
makes more difficult the attainment of the second. Yet the degree of success reached on 
both levels makes The Control of Atomic Energy required reading for all serious stu- 
dents of the twentieth-century United States. 

A non-lawyer reviewing The Control of Atomic Energy cannot and should not attempt 
to judge the elaborate exposition of the Act’s terms as set forth by Newman and Miller. 
Starting with the organization and structure of the Commission, the authors examine 
under logical headings the nature, extent, and implications of the legislation. They point 
out initially the three degrees of governmental regulation in the field of atomic energy: 
the area of monopoly, the area of restriction and direct control, and the peripheral area 
of indirect control. For each area the undefined, shadowy realm of indistinct responsi- 
bility is subjected to revealing examination. The greatest skill and linguistic dexterity 
of the authors is necessary to guide the reader through the legal maze created by the Act, 
a maze made all the more confusing by the fact that the Congress was working without 
complete scientific information, attempting to chart a course for the nation on a sea whose 
limits they could not begin to discern. Under such circumstances, as the authors demon- 
strate, the wonder is not that the Act’s language is loose and imprecise in some instances, 
nor that undesirable interpretations may be put upon some sections, but that the Congress 
did succeed to such a degree in writing a law of fundamental strength and integrity. 

The detailed exposition of the terms and significance of the Atomic Energy Act 
should make the work of Newman and Miller an indispensable reference for scientists 
working in the field, for lawyers seeking to give advice on the subject, for govern- 
mental experts confronted with some of its manifold problems. Charts have been pro- 
vided defining the area and extent of governmental control; the extent of the Com- 
mission’s supervision over industrial and commercial uses of atomic energy has been 
fully explored. Helpful appendices include basic information on the subject and 
initial regulations of the Commission, as well as a collection of terms of the Act affecting 
specific matters. The authors also concern themselves with the effect of the Act on the 
_ present system of patents and the problems raised in connection with private rights to 
discoveries in this field. For the scientist the book not only lays bare the difficulties of 
research and exchange of information, but also points to many partially hidden traps for 
the unwary. The severe penalties for a mistake put a high premium on the analysis 
made by the authors in these sections. 
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As mentioned above, the reviewer cannot hope critically to evaluate the job which the 
authors have done in the detailed, technical exposition of the provisions of the Act. 
He can only indicate that the approach is schematic, which aids the reader greatly; 
the language is clear and precise, even to the layman; the ramifications of the Act’s 
clauses are, it would seem, fully explored. The only handicap—one mentioned in the 
Preface and to be commented on again below—is that the manuscript was completed 
early in 1947, while the book :rself did not appear until 1948, and this review is being 
written almost another year later. Time and atomic energy wait for no man; a revision 
to include the work of the Atomic Energy Commission in its first years would be in 
order and extremely worth while. 

The implications of the Atomic Energy Act for a free-enterprise economy such as our 
own have not been lost on the authors. They are writing no less than simple truth when 
they state very early in the book that “the Atomic Energy Act is a radical piece of legis- 
lation... . It is, in sober fact, an act without precedent in the legislative history of this 
or any country.” In a great and inevitably broadening area the traditions of American 
experience have had to give way before the hard facts attendant upon the release of 
nuclear energy. This conflict, it would seem, is explicit in the issues of government 
control versus private enterprise, and national security versus individual freedom of ex- 
pression. Both clashes have inexorably been resolved in favor of the former and at the 
expense of traditional concepts still held dear in this country. 

The clash between government control and private enterprise is apparent at the very 
outset in the nature of the Atomic Energy Commission. “The scope of the Commission’s 
powers and duties, the dimensions of its opportunities, exceed those of any department 
of the government ever before established.” Through the Commission the government 
makes itself felt at almost every point of atomic energy development. Because of the 
uncertain nature of future progress in atomic energy, the Congress felt it necessary to leave 
much discretionary power in the hands of the Commission. Thus is foreshadowed a 
growing, rather than diminishing, field of government control through the Commission’s 
interpretation of its powers. The United States Government owns atomic energy plants, 
owns fissionable material, controls traffic in fissionable material through license, conducts 
elementary research, directs research through its licensing power, and so on. 

In both its patent and licensing provisions the Act “is at variance with the accepted 
dogma of our economic system that the progress of the industrial arts can be assured only 
by the profit motive, and that, unless the benefits of new discoveries are made to inure 
to the profit of the discoverer, they will not be made at all.... [These provisions rest] 
in part on the assumption that progress can be best made and society best served under a 
system that assures the pooling of knowledge and permits no one to achieve a privileged 
position by virtue of the exclusive right to use certain processes or techniques. The test- 
ing of this thesis in application will have more than academic interest.”? The Jast 
sentence of this quotation must set some kind of record for understatement. As the 
revolution brought about by the release of atomic energy makes itself felt, as it inevitably 
shall, in the everyday lives of American citizens, so will be revealed an expanding area 
of government interest and control in an economy still attempting to operate on the basis 
of private ownership and the profit motive. : 

What is holding back the course of the atomic revolution is, of course, the bleak 
international situation. In this still unpeaceful world the United States has felt it neces- 
sary to emphasize the military as opposed to the civilian aspects of atomic energy. The 
exigencies of national security as they are understood in Washington have inevitably had 
an adverse effect on the ideal of individual freedom of expression, and this fact is, to a 
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certain extent, made clear by Messrs. Newman and Miller. I say to a certain extent, 
because in this phase of the subject time has not dealt gently with the authors. Thus 
they discuss at some length the struggle over the relation between the armed services and 
the Commission. The matter is of continuing significance. Yet while the desires of 
Congress for civilian dominance of the Commission are reflected in the Act, this Com- 
mission has been obliged to devote perhaps as much attention to the development of 
atomic weapons as a commission solely military in character. Realization of this fact 
is all-important to an understanding both of the domestic operation of the Act and of its 
international implications. Publication procedures, however, apparently forced the 
authors to bury this revealing development in three scattered footnotes. “For good or 
ill the Commission’s production planning is currently simplified by its announced policy 
of devoting almost its entire resources to the manufacture of atomic weapons.”* Like 
the two other footnotes, the one here quoted deserves much greater prominence, much 
fuller treatment; the hurrying reader will miss it altogether. 

In the section dealing with control of information the authors make clear Congress’s 
“obsession with the safeguarding of secrets,”® an obsession which leads to the enactment 
of truly “draconic” perialties for violations of the Act. The reviewer also finds himself 
in hearty accord with the authors that “the greatest danger by far in the matter of 
exchanges between scientists lies in a policy of unreasonable and unreasoned secrecy, a 
policy that may end by defeating the very purpose it was expected to serve—the main- 
tenance-of American leadership in the field of atomic energy.”® Such arguments, however, 
may at this time be interesting but academic. Only an abrupt and unforeseen change in 
Russian policy will make practicable any fundamental revision in American preoccupa- 
tion with matters of national security. 

Since The Control of Atomic Energy was written, the question of the future course of 
Russian-American relations has loomed so large that its effect has inevitably been felt, not 
only on the course of discussions concerning the international control of atomic energy, 
but also on the operation of the American act as well. There is abundant room and 
great need for further study of this effect. Mr. Newman and Mr. Miller, who have seen 
so clearly into the implications of the atomic revolution, are most competent to undertake 
the task. 


Department of Politics, Epear S. Furniss, Jr. 
Princeton University. 


Tue Fart oF a Rartroap Empire: Branpets AND THE New Haven Mercer Bartiz. By 
Henry Lee Staples and Alpheus Thomas Mason. Syracuse: Syracuse University Press, 
1947. Pp. x, 209. $2.50. 

The duel between the New York, New Haven & Hartford Railroad and Louis D. 
Brandeis is a dramatic chapter in the history of the corporation and the career of the later 
associate justice. It has the appeal of personal conflict: in this corner, Charles S. Mellen, 
the president of the monopoly, and J. Pierpont Morgan, his trainer; in that, Louis D. 
Brandeis, the young challenger, a disinterested crusader for the people. It has the 
advantage of compactness. Here is no long survey of historical development. Instead we 
have only the last act. At the outset the New Haven was a powerful, sacrosanct New 
England institution, paying 8 per cent dividends to, among others, widows, orphans, and 
trust estates. Seized by a delirium for consolidation, the railroad now proceeded to 
acquire coastal steamship lines and the trolley systems of southern New England. Finally, 
in 1907, it bought a large stock interest in the Boston & Maine, the major system of 
northern New England, and controlled that railroad by various devices for nearly seven 
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years. The struggle to prevent this last amalgamation furnishes the major theme of this 
volume. In any case, by 1914 the mighty had been brought low. Weakened by internal 
extravagances, the rotten structure was pushed over by legislative hostility, investigations 
by the Interstate Commerce Commission, and a threatened suit under the Sherman Anti- 
trust Act. Brandeis, who might well say, “All this I was,” was left in possession of the 
battlefield—triumphant and justified. If this summary seems unduly jocund, the David- 
and-Goliath tone of this volume is in part responsible. 

Of the immense value of the Brandeis crusade there can be, in retrospect, no doubt. 
As people’s attorney he challenged the respectability, smugness, and mental inertia of 
the wise, the true, and the good. He confronted a corporation, ably managed and advised 
by skilled counsel, and one which concealed its march towards consolidation in a labyrinth 
of affiliates, fraudulent bookkeeping, and deceitful public statements. Operating with a 
minimum of support and upon a mere handful of data, Brandeis successfully drove a 
wedge into this impregnable, monolithic structure. When his and other exposures were 
done the New Haven was successfully convicted of political bribery, financing ostensibly 
“independent” experts and pressure groups, misleading public reports, deceit if not 
downright lawlessness, assorted episodes of railroad jobbery, and the careless expenditure 
of other people’s money. In a public corporation, subject to control by national and 
state law and by national and state commissions, these acts were more than irresponsible; 
they shattered the premises upon which charters were granted to such enterprises. Re- 
spectable opinion in the Commonwealth of Massachusetts should have welcomed these 
disclosures. Staples and Mason do well to rescue them from scattered and forbidding 
sources. 

Sympathy is a prerequisite to understanding. Thus armed the historian should ap- 
proach the periods, and biographers the individuals, with which they deal. But the 
complete allegiance borne by the authors to Brandeis, to his case against monopoly 
in general, and to his attack upon the New Haven as monopoly in particular illustrates 
the error of confusing sympathy with identification. To minor matters this tendency 
gives pervasive, if elusive, partisan coloration. Thus Mellen’s devotion to monopoly is 
fanaticism; Brandeis’ hostility is apparently based upon reason. Though Mellen is be- 
latedly exonerated of diabolism, others who rejected the Brandeis case or failed to con- 
form to his strategy are given short shrift. The Massachusetts Commission on Commerce 
and Industry of 1907, which blessed the consolidation movement for its economic advan- 
tages, is blithely discredited with the observation that it was composed of lawyers and 
investors in the New Haven Railroad. From Hearst’s Boston American the authors have 
adopted this cheap and shallow analysis. There is no hint that one of the members, G. G. 
Crocker, had been chairman of the Railroad Commission of Massachusetts and won the 
commendation of the mugwump Springfield Republican, and that another, Charles 
Francis Adams, had had a distinguished career as chairman of the Commission, was a 
former railroad executive and a maverick at that, and had devoted decades to a study 
of railroad problems in Massachusetts and elsewhere. The thoroughness of his informa- 
tion surpassed Brandeis’, and he was quite as capable of disinterested thought. Even by 
the evidence supplied in this volume, the Commission was appointed by Curtis Guild, 
who, as Governor, sounded the alarm against the New Haven months before Brandeis 
was interested in the issue. By the same token, the failure of the Taft administration to 
proceed, as Brandeis wished, against the New Haven under the Sherman Antitrust Act 
is explained by the fact “that the Department of Justice under the Taft-Wickersham 
aegis was inspired with the mildest trust-busting ambition”—at best a highly dubious 
obiter dictum. 

In judging the methods of the Brandeis-New Haven contest I get the impression, 
furthermore, that Staples and Mason are not quite willing to let sauce for the goose be 
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sauce for the gander. Should Brandeis inspire labor leaders to pressure the legislators, 
that is good; should Senator Henry Cabot Lodge put the steam on from Washington, that 
is bad. When Brandeis manipulates the threadbare symbolism of the notion that New 
England’s roads must not fall into alien hands, the danger is real; when Mellen raises 
the same banner, he is parading a bogey-man. If a vice president of the road begins 
his testimony with the quite understandable statement, “I don’t propose to stultify myself 
by coming here and admitting I have been guilty of unlawful acts,” he is arrogant. When 
Mellen announces he could get the legislation he wanted at Washington because “I 
could have proved my case,” the statement becomes one of somehow sinister power. 

I suspect the root of the matter is that the authors have failed to give serious enough 
attention to the case for a degree of monopoly in the railroad business. Thus they admira- 
bly summarize in the last chapter the Brandeis philosophy of competition: Competition 
means innovation, progress comes from struggle, absolute power breeds arrogance, small- 
ness is more efficient than bigness. In spite of the ambivalent evidence which the authors 
sometimes marshal for these charges, they are generally loyal to the philosophy. Still, 
“They know not England who only England know.” The arguments for a contrary 
policy are never organized. If they emerge at all from the narrative they are inci- 
dental, piecemeal, particular, and, by implication, self-interested. But the case for 
monopoly was based upon considerations of social and economic welfare. It was also 
derived from decades of experience with railroad competition. Albert Fink, A. T. Had- 
ley, and Charles F. Adams, hardly to be written off as intellectual lightweights, had 
all observed the competitive process and come to the conclusion that the railroad was 
different from other types of business. There could not be an indefinite number of com- 
peting railroads as there could be of factories. Investors in railroads could not transfer 
capital flexibly to other enterprises as in manufacturing. Railroad competition was from 
the beginning cutthroat and destructive. The proved results were a chaotic irregularity 
and inequity of rates, the multiplication of needless railroads, bankruptcies, and receiver- 
ships, and eventually an agreement between competitors. Combination brought order; 
government control of railroad practices would prevent extortion. To men of this 
informed opinion, the application of the Brandeis generalizations to the railroad network 
was somewhat archaic, probably naive, and certainly irrelevant. 

This was the. verdict of history—as they read it. They dealt with a longer run of 
time than does the present volume, only a short chronological chapter. The monopoly 
here dissected began decades before Mellen and Morgan. The merging of railroad lines 
commenced in the Seventies and most of the steamships were acquired in the Nineties. 
By 1900 the cost of consolidation and technical improvements on the Consolidated, as the 
New Haven was called, were already so staggering that dividends were reduced from 10 
to 8 per cent. Mellen and Morgan simply continued the process at a faster and a more 
reckless pace. But, as the history of American monopoly has demonstrated, an extrava- 
gance of methods is not necessarily inherent in the monopolizing process. The New 
England railroad monopolies failed, not because they were monopolies, but because of 
the fashion in which they were assembled. They collapsed also because of profound 
changes in the means of transportation and in the economics of the region they served. 
No railroad executive at the beginning of this century could be expected to foresee the 
impact of the automobile or the comparative stagnation of New England industry. Thus 
the New Haven and the Boston & Maine both collapsed in the Thirties from the weight 
of their past misdeeds and the inadequacies of the present in which they operated. It is 
hard to see how an earlier and more rigorous application of the Brandeis competitive 
formula could have prevented this outcome or provided the shippers, producers, and 
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